Order Code RL31801

CRS Report for Congress

Received through the CRS Web

Appropriations for FY2004:
U.S. Department of Agriculture
and Related Agencies

Updated February 5, 2004

name redacted, Coordinator
Specialist in Agricultural Policy
Resources, Science, and Industry Division

Congressional Research Service % The Library of Congress




The annual consideration of appropriations bills (regular, continuing, and
supplemental) by Congress is part of a complex set of budget processes that aso
encompasses the consideration of budget resolutions, revenue and debt-limit
legidation, other spending measures, and reconciliation bills. In addition, the
operation of programs and the spending of appropriated funds are subject to
constraints established in authorizing statutes. Congressional action on the budget
for afiscal year usually beginsfollowing the submission of the President's budget at
the beginning of the session. Congressional practices governing the consideration
of appropriations and other budgetary measures are rooted in the Constitution, the
standing rules of the House and Senate, and statutes, such as the Congressional
Budget and Impoundment Control Act of 1974.

This report is a guide to one of the 13 regular appropriations bills that Congress
considers each year. It is designed to supplement the information provided by the
House and Senate A ppropriations Subcommitteeson Agriculture. It summarizesthe
status of the bill, its scope, magjor issues, funding levels, and related congressional
activity, and isupdated aseventswarrant. Thereport liststhekey CRS staff relevant
to the issues covered and related CRS products.

NOTE: A Web version of thisdocument with activelinksis
available to congressional staff at:
[http://www.crs.gov/products/appr opriations/apppage.shtml].



Appropriations for FY2004: U.S. Department of
Agriculture and Related Agencies

Summary

On January 23, 2004, the President signed into law an FY 2004 consolidated
appropriations measure (P.L. 108-199, H.R. 2673) that includes annual funding for
the U.S. Department of Agriculture and Related Agencies. Thefull House approved
the conference agreement of the measure on December 8, 2003. Senate floor action
on the conference agreement was delayed for several weeks until a cloture motion
was approved and the conference agreement was adopted on January 22, 2004. Part
of the reason for the delay in Senate consideration of the measure was opposition to
aconference-adopted provision that postpones implementation of country-of-origin
labeling (COOL) for fresh fruits and vegetables, and red meats, for two years, until
September 30, 2006. Until enactment of P.L. 108-199, FY 2004 spending for USDA
and related agencies had been governed by several continuing resolutions (most
recently P.L. 108-135, H.J.Res. 79), which allowed FY 2004 spending to continue at
the FY 2003 level.

The FY 2004 consolidated appropriations act contains $80.63 billion for USDA
and related agenciesfor FY 2004 (excluding the effects of a0.59% across-the-board
rescissioninall discretionary, non-defense accounts, asrequired by thefinal law). As
originally reported by their respective committees, H.R. 2673 and S. 1427 contained
nearly identical appropriations of $77.49 billion. However, the Senate added $2.2
billion to the mandatory food stamp account to reflect more recent projections of
program participation, and conferees added $1 billion to the food stamp reserve
account. Just over three-fourths ($63.7 billion) of the spending in the agriculture
portion (Division A) of P.L. 108-199 is classified as mandatory spending, including
food stamps, child nutrition programs, crop insurance, and the various farm support
programs funded through USDA’s Commodity Credit Corporation.

The balance of spending ($16.9 billion) in Division A is for discretionary
programs, whichis$198 million bel ow the Administration’ srequest and $61 million
below both the House- and Senate-passed levels. Discretionary spendinginDivision
A of the measure is $963 million below the FY2003 enacted level including
supplementals. Agriculture appropriators were allocated nearly $1 billion less for
FY 2004 discretionary accounts than the FY 2003 level including supplementals. To
help achieve this goal, P.L. 108-199 includes an FY 2004 appropriation for foreign
food aid that is $572 million below the FY 2003 level (which was bolstered by
supplemental spending). Also, P.L. 108-199 containsprovisionsthat limit or prohibit
spending on certain mandatory conservation, rural development, and research
programs, which in total reduced spending in these accounts by approximately $650
million from authorized levels.

The measure did not include a Senate provision that would have relaxed the
licensing requirement for travel to Cuba for the sale of agricultura and medical
products. Conferees also rejected a House provision that would have blocked FDA
from preventing individuals from importing cheaper FDA-approved prescription
drugs from foreign suppliers.
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Appropriations for FY2004: U.S. Department
of Agriculture and Related Agencies

Most Recent Developments

On January 22, 2004, the Senate adopted a cloture motion and approved the
conference agreement onthe FY 2004 consolidated appropriationsbill (H. Rept. 108-
401, H.R. 2673). The measure combined six annual appropriations measures with
the spending bill for the U.S. Department of Agriculture (USDA) and Related
Agencies. The President signed the measureinto law (P.L. 108-199) on January 23,
2004. Division A of P.L. 108-199 contains $80.6 billion in FY 2004 funding for
USDA and related agencies, of which $16.9 billionisfor discretionary programsand
$63.7 billion is for mandatory programs.

USDA Spending at a Glance

The U.S. Department of Agriculture (USDA) carries out its widely varied
responsibilities through approximately 30 separate internal agencies and offices
staffed by some 100,000 employees. USDA is responsible for many activities
outside of the agriculture budget function. Hence, spending for USDA is not
synonymous with spending for farm programs.

USDA gross outlays for FY 2003 were $81.53 billion, including regular and
supplemental spending. The mission area with the largest gross outlays ($41.3
billion or 50% of spending) was for food and nutrition programs — primarily the
food stamp program (the costliest single USDA program), various child nutrition
programs, and the Supplemental Nutrition Program for Women, Infantsand Children
(WIC). The second largest mission areain terms of total spending is for farm and
foreign agricultural services, which totaled $24.3 billion, or 30% of all USDA
spending in FY2003. Within this area are the programs funded through the
Commodity Credit Corporation (e.g., thefarm commodity price and income support
programs and certain mandatory conservation and trade programs), crop insurance,
farm loans, and foreign food aid programs.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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Figure 1. U.S. Department of Agriculture Gross Outlays, FY2003
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Source: USDA Office Of Budget and Program Analysis

Total USDA spending in FY 2003 also included $7.0 billion (9%) for an array
of natural resourceand environment programs, approximately three-fourthsof which
was for the activities of the Forest Service, and the balance for a number of
discretionary conservation programs for farm producers. (USDA’s Forest Service
is funded through the Interior appropriations bill; it is the only USDA agency not
funded through theannual agricultureappropriationshbill.) USDA programsfor rural
development ($2.9 billionin grossoutlaysfor FY 2002); research and education ($2.4
billion); marketing and regulatory activities ($2.3 billion); meat and poultry
inspection ($735 million); and departmental administrative offices and other
activities ($576 million) accounted for the balance of USDA spending.

Mandatory vs. Discretionary Spending

Approximately three-fourths of total spending within the U.S. Department of
Agricultureisclassified asmandatory, which by definition occurs outside the control
of annual appropriations. Currently accounting for the vast magjority of USDA
mandatory spending are: the farm commodity price and income support programs
(including ongoing programs authorized by the 2002 farm bill and emergency
programs authorized by various appropriations acts); the food stamp program and
child nutrition programs; thefederal crop insurance program; and variousagricultural
conservation and trade programs.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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Although these programs have mandatory status, many of these accounts
ultimately receive funds in the annual agriculture appropriations act. For example,
the food stamp and child nutrition programs are funded by an annual appropriation
based on proj ected spending needs. Supplemental appropriationsgenerally aremade
if and when these estimatesfall short of required spending. Anannual appropriation
also is made to reimburse the Commaodity Credit Corporation for lossesit incursin
financing the commodity support programs and the various other programs it
finances.

The other 25% of the USDA budget is for discretionary programs, which are
determined by fundinginannual appropriationsacts. Amongthemajor discretionary
programswithin USDA are Forest Service programs; certain conservation programs,
most of its rural development programs, and research and education programs,
agricultural credit programs; the supplemental nutrition programfor women, infants,
and children (WIC); the Public Law (P.L.) 480 international food aid program; meat
and poultry inspection; and food marketing and regulatory programs. Fundingfor all
USDA discretionary programs (except for the Forest Service) is provided by the
annual agriculture appropriations act. Funding for Forest Service programs is
included in the annual Interior appropriations act.

Table 1. USDA and Related Agencies Appropriations, FY1995 to FY2003
(budget authority in billions of dollars)

FY95 | FY9% | FY97 | FY98 | FY99 [ FYO0O | FYO1 | FYO2 FYO03

Discretionary | $13.29 | $13.31 | $13.05 | $13.75 | $13.69 [ $13.95 [ $15.07 | $16.02 | $17.46

Mandatory | $54.61 | $49.78 | $40.08 | $35.80 | $42.25 | $61.95 | $58.34 | $56.91 | $56.70

Total Budget

Authority $67.90 | $63.09 | $53.12 [ $49.55 | $55.94 | $75.90 | $73.41 | $72.93 | $74.16

Note: Includes regular annual appropriations for al of USDA (except the Forest Service), the Food and Drug Administration, and
the Commodity Futures Trading Commission. Excludes all mandatory emergency supplemental appropriations. The FY 2003 level
reflects the 0.65% across-the-board rescission applied to all discretionary programs funded in the FY2003 Consolidated
Appropriations Act (P.L. 108-7), except for the WIC program which was specifically exempted.

Sour ce: House Appropriations Committee.

A key distinction between mandatory and discretionary spending involves how
these two categories of spending are treated in the budget process. Congress
generally controls spending on mandatory programs by setting rules for eligibility,
benefit formulas, and other parametersrather than approving specific dollar amounts
for these programs each year. Eligibility for mandatory programsis usually written
into authorizing law, and any individual or entity that meets the eligibility
requirements is entitled to the benefits authorized by the law. Spending for
discretionary programs is controlled by annual appropriations acts. The 13

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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subcommittees of the House and Senate Appropriations Committees originate bills
each year which decide how much funding to devote to continuing current activities
aswell as any new discretionary programs.

Congressional Action

The agriculture subcommittee of the House A ppropriations Committee and the
full House Appropriations Committee completed markup of the FY2004
appropriations bill for USDA and related agencies on June 17, 2003 and June 25,
2003, respectively. TheFY 2004 House measure (H.R. 2673, H.Rept. 108-193) was
officialy reported on July 9, 2003, and approved by the full House on July 14, 2003.
Following the House action, the agriculture subcommittee of the Senate
Appropriations Committee completed markup of its version of the FY2004
agricultural appropriations bill on July 15 and July 17, 2003, respectively, and
reported themeasure (S. 1427, S.Rept. 108-107) on July 17. Senatefloor actionwas
completed on November 6, 2003, following the adoption of approximately 49
amendments. The Senate substituted the text of H.R. 2673 with the text of S. 1427
as amended, and then passed H.R. 2673 as amended.

On November 25, 2003, H.R. 2673 became a consolidated appropriations
measure when the conference agreement (H. Rept. 108-401) on H.R. 2673 wasfiled,
incorporating six other FY 2004 appropriations measures with USDA funding. The
full House approved the conference agreement on December 8, 2003. Senate action
was completed on January 22, 2004, when a cloture motion was adopted followed
by Senate passage. The President signed the measure into law (P.L. 108-199) on
January 23, 2004.

Because fina action on the FY 2004 USDA spending bill (as well as several
other annual appropriations measures) was not completed in time for the beginning
of the fiscal year (October 1, 2003), spending for USDA and related agencies was
governed by severa continuing resolutions (most recently P.L. 108-135, which was
in effect until enactment of the consolidated appropriations measure on January 23,
2004.) P.L. 108-135 alowed all departments and agencies for which FY 2004
spending bills had not been completed to be funded at the FY 2003 level until the
earlier of: enactment of afinal spending measure or January 31, 2004.

The enacted consolidated appropriations measure contains $80.63 billion for
USDA and related agencies for FY 2004 (excluding the effects of a 0.59% across-
the-board rescission in all discretionary, non-defense accounts, as required in the
final law). As originally reported by their respective committees, H.R. 2673 and S.
1427 contained nearly identical appropriations of $77.49 hillion. However, the
Senate added $2.2 billion to the mandatory food stamp account to reflect morerecent
projections of program participation, and conferees added $1 billion to the food
stamp reserve account. Just over three-fourths ($63.7 billion) of the spendingin the
agricultureportion (Division A) of P.L. 108-199isclassified asmandatory spending,

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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including food stamps, child nutrition programs, crop insurance, and thevariousfarm
support programs funded through USDA’s Commodity Credit Corporation.

The balance of spending ($16.9 billion) in Division A is for discretionary
programs, whichis$198 million bel ow the Administration’ srequest and $61 million
below both the House- and Senate-passed levels. Discretionary spendinginDivision
A of the measure is $963 million below the FY2003 enacted level including
supplementals. Agriculture appropriators were allocated nearly $1 billion less for
FY 2004 discretionary accountsthan the FY 2003 level including supplementals. To
help achieve this goal, the conference agreement includes an FY 2004 appropriation
for foreign food aid that is $572 million below the FY2003 level (which was
bolstered by supplemental spending). Also, the conference agreement contains
provisions that limit or prohibit spending on certain mandatory conservation, rural
development, and research programs, which in total reduced spending in these
accounts by approximately $650 million from authorized levels.

The measure did not include a Senate provision that would have relaxed the
licensing requirement for travel to Cuba for the sale of agricultural and medical
products. Conferees also rejected a House provision that would have blocked FDA
from preventing individuals from importing cheaper FDA-approved prescription
drugs from foreign suppliers.

Table 2. Congressional Action on FY2004 Appropriations for
the U.S. Department of Agriculture and Related Agencies

Subcommittee Conference Report

Markup Completed Approval
arkup Lomp House | House | Senate | Senate |Conference b

House | Senate | Report |Passage| Report | Passage | Report House | Senate | Public Law
H.R.
2673,
H.Rept. S. 1427, H.Rept. P.L.108-
108- S.Rept. 108-401 |Voteof | Vote of 199
6/17/03 193 108-107 | 11/6/03 | 11/25/03 |242-176| 65-28
*x 7/9/03 [ 7/14/03 | 7/17/03 (1) (2) 12/8/03 [ 1/22/04 | 1/23/04

** = Pending

(1) Before Senate floor action on the FY 2004 appropriations measure, the Senate substituted the text of S. 1427
for thetext of the House-passed bill (H.R. 2673), and then after considering further anendments, adopted H.R.
2673, as amended.

(2) Six other appropriations bills were included in H.Rept. 108-401 as part of an FY2004 consolidated
appropriations bill.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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FY2004 Agriculture Appropriations: Spending
Levels and Current Issues

The following sections compare the agriculture provisions of the FY 2004
consolidated appropriations act (P.L. 108-199, H.Rept. 108-401) with the House-
passed version of the FY 2004 agricultureappropriationshill (H.R. 2673), the Senate-
passed version of the measure (originally reported as S. 1427, but subsequently
amended and substituted as the text for H.R. 2673), the FY 2004 Administration
request, and the enacted conference agreement on the FY2003 omnibus
appropriations bill (P.L. 108-7) for various mission areas and agencies within
USDA, and for the Food and Drug Administration and the Commodity Futures
Trading Commission. Also see the table at the end of the report for a tabular
summary.

Commodity Credit Corporation

Most spending for USDA’ s mandatory agriculture and conservation programs
was authorized by the 2002 farm bill (P.L. 107-171), and isfunded through USDA’ s
Commodity Credit Corporation (CCC). The CCC is awholly owned government
corporation. It has the legal authority to borrow up to $30 billion at any one time
from the U.S. Treasury. These borrowed funds are used to finance spending for
ongoing programs such as farm commodity price and income support activities and
variousconservation, trade, and rural devel opment programs. The CCC hasal so been
the funding source for alarge portion of emergency supplemental spending over the
years, particularly for ad-hoc farm disaster payments, and direct market loss
paymentsto growers of various commodities which have been provided in response
to low farm commodity prices.

The CCC must eventualy repay the funds it borrows from the Treasury.
Because the CCC never earns more than it spends, its losses must be replenished
periodically through a congressional appropriation so that its $30 billion borrowing
authority (debt limit) is not depleted, which would render the corporation unable to
function. Congress generally provides this infusion through the regular annual
USDA appropriation law. Because of the degree of difficulty in estimating its
funding needs, which is complicated by crop and weather conditions and other
uncontrollable variables, the CCC in recent years has received a“current indefinite
appropriation,” which in effect allows the CCC to receive “such sums as are
necessary” during thefiscal year for previousyears' lossesand current year’ slosses.

Asin past years, the Administration requested an indefinite appropriation for the
CCCfor FY 2004, which the Administration estimated at $17.275 billion, compared
with an estimated indefinite appropriation of $16.285 billion provided in FY 2003.
The final FY 2004 consolidated appropriations act (P.L. 108-199) and the original
House- and Senate-passed FY 2004 agriculture appropriations bills (H.R. 2673) all
concur with this request.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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Dairy Price Support Provision. A general provision in the fina
consolidated appropriations act requires the Secretary of Agriculture to more
diligently support the farm price of milk at the farm bill-mandated support price of
$9.90 per hundredweight (cwt.). Under the dairy price support program, USDA
indirectly supports the farm price of milk by standing ready to purchase surplus
cheese, butter, and nonfat dry milk from processors at a price that should allow the
processors to pay at least the support price to farmers for the milk used in the
manufacturing of those products. Supporters of this provision argued that the
government purchase prices for surplus dairy products are set too low by USDA to
support thefarm price of milk at $9.90 per cwt. Latein 2002 andin early in 2003 the
market price of farm milk used for cheesefell bel ow the $9.90 support pricefor eight
consecutive months. USDA officials say they are evaluating the situation and point
out that the authorizing statutefor the dairy price support program (P.L. 107-171, the
2002 farm bill) requires USDA to set dairy purchase prices so that the annual farm
milk price on average is supported at $9.90, not the monthly price. For more
information on the dairy price support program, see CRS Issue Brief IB97011, Dairy
Policy Issues.

Crop Insurance

The federal crop insurance program is administered by USDA’s Risk
Management Agency (RMA). It offers basically free catastrophic insurance to
producers who grow an insurable crop. Producers who opt for this coverage have
the opportunity to purchase additional insurance coverage at asubsidized rate. Most
policies are sold and completely serviced through approved private insurance
companies that have their program losses reinsured by USDA. The annual
agricultureappropriationshbill makestwo separate appropriationsfor thefederal crop
insurance program. It provides discretionary funding for the salaries and expenses
of the RMA. It also provides “such sums as are necessary” for the Federal Crop
Insurance Fund, which funds all other expenses of the program, including premium
subsidies, indemnity payments, and reimbursements to the private insurance
companies. Annual spending on the crop insurance programisdifficult to predictin
advance and is dependent on weather and crop growing conditions and farmer
participation rates.

The Administration had estimated that the mandatory-funded Federal Crop
Insurance Fund would require an FY 2004 appropriation of $3.368 billion, compared
with an estimated FY 2003 appropriation of $2.886 billion. Asiscustomary, thefinal
consolidated appropriations act (P.L. 108-199) concurs with the Administration’s
estimate and provides “such sums as may be necessary” for the fund. Legidative
enhancements (P.L. 106-224) made to the crop insurance program in 2000 greatly
increased thefederal subsidy of insurance premiums. Theincreased subsidy coupled
with large program losses associated with the extended drought in various parts of
the country have contributed to increased program costs in recent years.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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For the discretionary component of the crop insurance program, P.L. 108-199
provides $71.42 million, as proposed by the Senate, for the salaries and expenses of
USDA’sRisk Management Agency (RMA). Thefinal FY 2004 level isjust $87,000
below the original House-passed level, $6.98 million below the Administration’s
request, but up $1.26 million from the FY 2003 enacted level of $70.25 million. The
Administration had requested a nearly 12% increase for FY 2004, mainly to cover
proposed information technology initiatives within RMA.

The Administration request al so had contained alegislative proposal to limit the
amount of subsidy that accrues to the private insurance companies participating in
the program. The House- and Senate-passed versions of the bill, aswell asthefinal
act, do not concur with the Administration proposal. The Administration maintains
that the increased farmer participation in the program following the 2000 legidlative
enhancements has resulted in windfall profits for the private insurance companies.
Hence, the FY 2004 budget request contained a proposal to cap the reimbursement
that the private companies receive from the federal government for their delivery
expensesat 20% of premium for FY 2004 and subsequent years, instead of the current
cap of 24.5%. According to Congressional Budget Office estimates, enactment of
this proposal would have saved $81 million in FY2004. In report language, the
Senate A ppropriations Committee stated that the proposed reimbursement limitation
would force some private companiesout of business, and that the reimbursement rate
should be negotiated in the standard reinsurance agreement between the private
companies and the federal government, rather than through a legislative mandate.

Separately, the Agricultural Risk Protection Act of 2000 (P.L. 106-224), as
amended by the 2002 farm bill, authorized $20 million in each year (FY 2003-2007)
for an Agricultural Management Assistance program, which assists crop growersin
states that are viewed as underserved by the crop insurance program (13 Northeast
states, Utah, and Wyoming.) Thefinal consolidated appropriationsact (P.L. 108-199)
concurswith a Senate-passed provision that requiresthat $15 million of thefundsbe
used for sharinginthe cost of producers conservation practices, as prescribed inthe
law, and $2 million for certification of organic growersinthe states. In FY 2003, the
Secretary used virtually all of the $20 million to further subsidize crop insurance
premiums of farmersin these states. Current law allows the funding to be used for
either conservation or risk management practices, but leaves the mix of spending to
the discretion of the Secretary of Agriculture.

Separately, report language in the fina conference agreement urges the
Secretary to expand the number of states eligible for a pilot livestock insurance
program from the current 10 states to the maximum number possible, including
Missouri, North Dakota, Ohio, South Dakota, West Virginia, and Wisconsin.

Farm Service Agency

While the Commodity Credit Corporation serves as the funding mechanism for
thefarmincomesupport and disaster assi stance programs, theadministration of these

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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and other farmer programs is charged to USDA’s Farm Service Agency (FSA). In
addition to the commodity support programs and most of the emergency assistance
provided in recent supplemental spending bills, FSA alsoadministersUSDA’ sdirect
and guaranteed farmloan programs, certain conservation programsand domestic and
international food assistance and international export credit programs.

FSA Salaries and Expenses. Thisaccount fundsthe expensesfor program
administration and other functions assigned to the FSA. These funds consist of
appropriationsand transfersfrom CCC export credit guarantees, from P.L. 4801 oans,
and from the various direct and guaranteed farm loan programs. All administrative
funds used by FSA are consolidated into one account. For FY 2004, the final
consolidated appropriationsact (P.L. 108-199) providesatotal appropriation of $988
million for FSA salaries and expenses, asin the Senate-passed bill and requested by
the Administration. Thefinal FY 2004 |evel isbelow theHouse-passed level of $1.02
billion, but above the regular annual appropriation of $970.4 million for FY 2003.
The final FY2004 level aso is below the total FY2003 level that included
supplemental authority for FSA to tap the CCC for $70 million to cover the
administrative costs associated with implementing ad hoc disaster assistance
authorized in the emergency provisions of P.L. 108-7.

Report language accompanying the House bill instructed USDA not to shut
down or consolidate any local FSA offices unless rigorous anaysis proves such
action to be cost-effective. The Senate committee al so expressed concern about FSA
downsizing and directed the Secretary to consider the impact further reductionswill
have on farm services before considering closing additional offices.

FSA Farm Loan Programs.  Through FSA farm loan programs, USDA
serves as a lender of last resort for family farmers unable to obtain credit from a
commercial lender. USDA providesdirect farmloansand a so guaranteesthetimely
repayment of principal and interest on qualified loans to farmers from commercial
lenders. FSA farm loans are used to finance the purchase of farm real estate, help
producers meet their operating expenses, and help farmers financially recover from
natural disasters. Some of the loans are made at a subsidized interest rate. An
appropriationismadeto FSA each year to cover thefederal cost of making direct and
guaranteed loans, referred to as aloan subsidy. Loan subsidy is directly related to
any interest rate subsidy provided by the government, as well as a projection of
anticipated |oan losses caused by farmer non-repayment of the loans.

The Administration requested an appropriation of $210.7 million for FY 2004
to subsidize the cost of making $3.52 billion in direct and guaranteed FSA loans.
The enacted FY 2003 |oan subsidy was $226.8 million to support FSA loanstotaling
$3.94 billion. Most of the proposed $420 million declinein requested loan authority
was accounted for in aproposed $300 million reduction in unsubsidized guaranteed
farm operating loans (from $1.7 billion authorized in FY 2003 to an estimated $1.4
billion in FY2004). The Administration contends that the proposed reduction in
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funding for this program, which financesfarmers’ purchases of feed, seed, fertilizer,
livestock and machinery, is consistent with historical demand.

TheFY 2004 consolidated appropriationsact (P.L. 108-199) providecutsin FSA
farm loans beyond those requested by the Administration. Conferees provided an
appropriation of $196.7 millionto subsidizethe cost of making $3.26 billionindirect
and guaranteed FSA loansin FY2004. The appropriation level is above the $194.3
million provided in the Senate-passed version, but below the House-passed version
of $200.2 million. Asin the Administration request, most of the reduction in loan
authority in the final appropriations act is within the unsubsidized guaranteed
operating loan program account.

Natural Resources and Environment

The natural resources and environment mission area within USDA is
implemented through the programs of the Natural Resources Conservation Service
(NRCS), the Farm Service Agency (FSA), and the Forest Service. (Funding for the
Forest Serviceis provided in the annual Interior appropriations bill.) Conservation
spending combines discretionary spending, which has totaled more then $1 billion
annualy in recent years, and mandatory funding, which is funded through the
Commodity Credit Corporation and is estimated to total just under $3 billion in
budget authority in FY 2004, according to the March 2003 Congressional Budget
Officebaseline. TheNRCSadministersall thediscretionary conservation programs.

Discretionary Programs. Thefinal FY 2004 consolidated appropriationsact
(P.L.108-199) provides a total of $1.033 billion for the five discretionary
conservation line items for FY 2004, an increase of $12 million from the FY 2003
enacted level of $1.021 billion. The earlier House-passed version of the agriculture
appropriations bill (H.R. 2673) provided $1.045 billion, while the Senate-passed
version of H.R. 2673 provided $973.2 million. The House version was an increase
of $23.5 million from the FY 2003 enacted level, while the Senate bill wasadecrease
of $48.1 millionfrom that amount. The Administration had requested $1.241 billion.
The Administration total isdifficult to comparedirectly with congressional amounts
because the request included the creation of a new discretionary line item of $432
million to pay for technical assistance in support of the mandatory conservation
programs, which would have been funded in part, by taking money from other
accounts. The conference committee and both chambers rejected this request. For
more information on this issue, see “Technical Assistance Funding,” below.

The enacted FY2004 level differs from the House and Senate bills, the
Administration request, and the FY 2003 fundinglevelsin almost all casesfor thefive
discretionary programs. P.L. 108-199 provides $853.0 million for Conservation
Operations, $3.0 million more than the House-passed bill and $23.4 million more
than the Senate-passed bill. (The FY 2003 appropriation was $819.6 million, and the
Administration requested $703.6 million for FY2004). P.L. 108-199 provides $10.6
million for Watershed Surveys and Planning, $0.5 million less than the House bill

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.



CRS-11

and $0.6 million more than the Senate bill. (The FY 2003 appropriation was $11.1
million and the Administration requested $5.0 million for FY 2004.) For Watershed
and Flood Prevention Operations, P.L. 108-199 provides$87.0 million, $3.0million
less than the House and $32 million more than the Senate. (The FY2003
appropriation was $109.3 million and the Administration requested $40 million for
FY2004.) For Watershed Rehabilitation, P.L. 108-199 provides$29.8 million, $10.2
million less than the House bill and the same as the Senate bill. (The FY 2003
appropriation wasal so $29.8 million and the Administration requested $10.0 million
for FY2004.) For the Resource Conservation and Development Program, the P.L.
108-199 provides $51.9 million, $1.0 million less than the House bill and $0.9
million morethan the Senatebill. (TheFY 2003 appropriation was$50.7 million and
the Administration request was $49.9 million.)

The use of earmarks within two discretionary conservation program accounts,
Conservation Operationsand Watershed and Flood Prevention Operations, continues
to be substantial. The conference committee report identifies 135 earmarks for
Conservation Operations, and retains all other earmarksthat werein the reports that
accompanied both the House and Senatebills. Thefinal consolidated appropriations
act includes very few earmarks for Watershed Programs, with some identified in
report language and othersinthe general provisionsof themeasure. For comparison,
the FY 2003 appropriation included 214 congressiona earmarkswith atotal value of
more than $200 million, according to a compilation prepared by the NRCS budget
office. Both the number and total value of earmarks have been growing in recent
years, and for both of these accounts, the growth in earmarks has exceeded the
growth in overall program funding some years. Some conservation supporters have
expressed concern that the increased use of earmarks means that less money is
available for those pressing conservation priorities that do not coincide with the
earmarked projects and activities. The conference report specifies that these
earmarks are to be in addition to state funding allocations, and requires NRCS to
report to both appropriations committees on how Conservation Operationsfundsare
being alocated among states within 45 days of enactment.

Mandatory Programs. Annual or total funding levels for each of the
mandatory conservation programsis contained in the omnibus 2002 farm bill (P.L.
107-171). (For two of the programs, the Conservation Reserve and the Wetlands
Reserve, limits are set in enrolled acres rather than dollars, so savings are made by
[imiting the number of acres that can be enrolled.) The Conservation Reserve
Program (CRP) remains the largest conservation program in FY 2004, according to
the Congressional Budget Office’ sAugust 2003 estimates. Outlaysfor all mandatory
conservation programs are estimated to rise from atotal of $2.86 billion in FY 2003
to $2.99 billion in FY 2004.

However, P.L. 108-199 limits (and in one case completely prohibits) funding
for seven of the mandatory programs, for total estimated savings of $240.6 million.
These mandatory program adjustments include:
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e limiting enrollment in the Wetland Reserve Program to 189,177
acres instead of 250,000 acres, for an estimated savings of $69.0
million;

e limiting spending under the Environmental Quality Incentives
Program (EQIP) by $25.0 million, to $975 million;

e limiting spending under the Conservation Security Programto $41.4
million, which is $11.6 million below the Congressional Budget
Office estimate;

e eliminating mandatory spending on the Dam Rehabilitation
Program, with a savings of $95.0 million;

e limiting the Ground and Surface Water Conservation Program by
$9.0 million, to $51.0 million;

¢ limiting the Wildlife Habitat Incentives Program by $18 million, to
$42.0 million; and

e limiting the Farmland Protection Program (FPP) (also called the
Farm and Ranch Lands Protection Program) by $13.0 million, to
$112 million.

The total reduction in mandatory programs under the final appropriations act
was greater than under the bills that passed either chamber. The House-passed bill
limited funding for four programsto atotal of $229 million below authorized levels,
while the Senate-passed bill limited funding for five programs for an estimated
reduction of $204 million. P.L. 108-199 also amends another mandatory program,
the Agricultural Management Assi stance Program, modifying an amendment that had
been adopted in the Senate bill. Thefinal act provides $14 million to conservation
programsin 15 specified states, $1 million to organic certification assistance, and $5
million to financial management activities to reduce risk each year from FY 2004
through FY 2007. This provision responds to an action taken by USDA in FY 2003
to channel amost al of the authorized total of $20 million to further subsidize crop
insurance premiums.

The Administration’ sbudget submission had proposedtolimit total funding for
mandatory conservation programs to $285 million below the authorized levels by
reducing funding in five programs. In the Administration request, the reduction
would have offset part of the cost of establishing a proposed new line item to fund
technical assistance in support of mandatory programs, a proposal both chambers
rejected (see discussions above and below). P.L. 108-199 concurs with the
Administration proposals for the Dam Rehabilitation Program, the Ground and
Surface Water Conservation Program, the Wildlife Habitat Incentives Program, and
the Farmland Protection Program (now called the Farm and Ranch Lands Program
by USDA).

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.



CRS-13

Technical Assistance Funding. The rapid expansion in funding for
conservation programs and activities hasincreased requests for technical assistance.
Technical assistance had been funded in part through the Commodity Credit
Corporation (CCC), in part by reprogramming carry-over funds, and in part by using
funds from Conservation Operations, a discretionary program, to pay for this
assistance. A statutory cap on the use of CCC funds to provide such assistance for
mandatory conservation programs, combined with limits from the other sources and
rapid growth in these programs, has created afunding shortfall. Congress attempted
to address these funding concernsin the 2002 farm bill (P.L. 107-171). However, in
late 2002, the Office of Management and Budget, supported by a Department of
Justice opinion, ruled that the farm bill did not remove the CCC cap and the
Administration would have to continue to limit mandatory technical assistance
funding through the CCC.

The Administration initially sought to address this problem by proposing to
create a new farm bill technical assistance line item in FY 2003, funded at $333
million. Thiswould have provided the technical assistancefor all of the mandatory
conservation programs (authorized at atotal of $1.2 billion), plus the Conservation
Reserve Program, a mandatory program authorized in acres rather than dollars.
Congress rejected this proposal, and specifically prohibited the use of discretionary
funds (fundsfrom the Conservation Operationsaccount) toimplement any mandatory
conservation programs. This prohibition, combined with a retention of the cap on
CCC funds, meant that some of the mandatory programs were significant “donor
programs’ by funding technical assistance for other programs, thereby leaving less
money available to implement their activities. USDA estimated that four programs
were donor programs, with the largest donations being made from the EQIP ($107.9
million) and the Farmland Protection Program ($27.6 million).

The Administration again proposed anew discretionary technical assistanceline
item for FY'2004 and Congress again rejected it. P.L. 108-199 includes aprovision
within each of thefive discretionary accountsthat prohibits using these fundsto pay
for technical assistance in support of the mandatory conservation programs. The
Housebill, asreported, contained aprovision prohibiting the spending of fundsinthe
Conservation Operations account for this purpose. This provision was removed in
afloor amendment. The Senate bill contained provisions prohibiting funding for
technical assistance for mandatory programs from all the discretionary programs
except the Resource Conservation and Development Program. The conference
committee does not otherwise addresstheissue. Earlier, during floor debate on the
agriculture appropriations bill, the Senate defeated an amendment that would have
prohibited technical assistance funding for the Conservation Reserve Program
coming from four programs (EQIP, Farmland Protection, Grassland Reserve, and
Wildlife Habitat Incentives), so there will again be donor programs among the
mandatory programs unless Congress enacts freestanding legislation, such as H.R.
1907, that would prohibit funds in three of the mandatory programs (EQIP, the
GrasslandsReserve Program, and Farmland Protection) from being used for technical
assistance for any of the other mandatory programs.
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Other Provisions. Alsoin P.L. 108-199 are general provisions that (1)
waive cost sharing requirements for the Emergency Watershed Protection Program
to repair or prevent damage to non-federal lands in watersheds that have been
affected by fires initiated by the federal government; (2) prohibit making land
enrolled in the CRP and planted to hardwood treesineligible for re-enrollment; and
(3) prohibit NRCS from reorganizing regional conservationists and regional offices
without approval by the appropriations committees. Additionally, report language
for the Office of the Secretary encourages implementation of a new program to
establish a conservation corridor aong the Delmarva peninsula; encourages a study
of cropping techniques in the Upper Midwest; and requires consultation with the
agriculture committees before proceeding with possiblemergersinvol vingthe NRCS
and FSA.

Division H of P.L.108-199 also includes conservation provisions that are not
part of the regular annual funding for conservation programs. One provision
authorizes the Conservation Security Program (CSP) through FY 2007 rather than
FY 2013, and removes alifetime cap of $3.77 billion on total program spending that
was placed on the CSP by the FY 2003 consolidated appropriations act (P.L. 108-7)
so that the remainder of the estimated spending could be used to offset the cost of
disaster assistance. Other separate provisions in the FY2004 consolidated
appropriations act make disaster assistance funds available to deal with the resource
problemsstemming from thewildfiresin Californiaduring thefall of 2003, including
$150 million to the Emergency Watershed Protection Program, $12.5 million to the
Tree Assistance Program, and $12 million to the Emergency Conservation Program.
The cost of these wildfire assistance provisionsis offset by amandated rescission of
$225 million from the Federal Emergency Management Agency (FEMA). The
California wildfires are also addressed in the general provisions of the agriculture
title, where a provision waives the cost-sharing requirements for funding and
assistance under the Emergency Watershed Protection Program.

Agricultural Trade and Food Aid

USDA'’s international activities include both discretionary and mandatory
programs with the former funded by appropriations and the latter funded with
borrowingfrom USDA’sCommodity Credit Corporation. Both thediscretionary and
the mandatory international programs are authorized inthe 2002 farm bill (P.L. 107-
171). The FY 2004 consolidated appropriations act (P.L. 108-199) provides $1.512
billion for discretionary USDA trade programs, namely P.L. 480 food aid, the new
McGovern-Dole international food for education program (IFEP), salaries and
expenses of USDA’ s Foreign Agricultural Service, and administrative expensesfor
CCC export programs. The original House-passed agriculture appropriations bill
(H.R. 2673) provided an appropriation of $1.523 billion for these activities, whilethe
Senate-passed version provided an appropriation of $1.487 hillion. Most of the
difference between the two bills was accounted for by a Senate recommendation of
$25 million for IFEP, in contrast to a House-recommended appropriation of $56.9
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million. The conference report resolved thisdifference by appropriating $50 million
for IFEP.

For the mandatory programs, which include both agricultural export and other
food aid programs, the Administration’s FY 2004 budget proposal estimates a
program level of around $4.7 billion. The final FY 2004 appropriations measure
places no new funding limits on the mandatory agricultural trade and food aid
programs, it does, however, make permanent a prohibition, first incorporated in
appropriations measuresin FY 1993, on the use of USDA fundsto promote the sale
or export of tobacco or tobacco products.

Foreign Agricultural Service. For FAS, which administers USDA’s
international programs, P.L. 108-199 appropriates $132.1 million, considerably less
than the $140.8 million requested by the Administration. Houseand Senate measures
had recommended $133.9 million and $131.6 million respectively. Neither measure
included the Administration’s request for a $5 million USDA contribution to the
Montreal Protocol Fund. The Montreal Protocol is an international agreement on
[imiting substances that deplete the ozone layer. Additionally, P.L. 108-199 allots
to FAS the sum of $500,000 for cross-cutting trade negotiations and biotechnology
activities. This alocation is part of an appropriation of $3.3 million for such
activities. Other USDA agenciesthat receive trade-biotechnology allotmentsin the
conference report include the Office of the Secretary ($1.165 million), APHIS ($1.0
million), and GIPSA ($150,000).

Food Aid. For P.L. 480 commodity sales and donations, P.L. 108-199
provides an appropriation of $1.326 billion, an amount identical with the Senate-
passed amount and only $2 million less than recommended in the House-passed
measure. Of that amount, $1.192 billion isfor commodity donationsfor emergency
and non-emergency activities under P.L. 480 Titlell. USDA administers P.L. 480
commodity sales and IFEP, while the U.S. Agency for International Devel opment
(USAID) administers humanitarian donationsunder P.L. 480 Titlell. Theconferees
direct the Administration not to place arbitrary limits on monetization (i.e., sales of
donated commaoditiesfor local currencies) under Titlell, but rather to base approvals
of food aid proposals on the merits of program plans to promote food security and
improvepeopl€ slives, not onthelevel of monetization. The FY 2004 bill authorizes
thetransfer to Title |l of any balances, recoverables, or reimbursements that remain
availableto P.L. 480 Title Il (afood-for-development program, first established in
1990, that has not received an appropriation in recent years).

The new food aid program, IFEP, authorized in the 2002 farm bill (P.L. 107-
171), receives an FY2004 appropriation of $50 million.  IFEP will provide
commodity donations and associated finance and technical assistance to carry out
school and child feeding programs in foreign countries. The 2002 farm bill
authorized $100 million of CCC funding for IFEP in FY 2003 but stipulated that,
beginning in FY 2004, IFEP must be funded by appropriations. The bill suggests,

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.



CRS-16

however, that the Secretary investigate the use of other resources, such as Section
416(b) food aid (see below), to carry out activities consistent with the goals of IFEP.

The appropriation for food aid in P.L. 108-199 is $377.6 million less than the
amount appropriated for FY2003. The regular FY 2003 appropriation for food aid
was augmented by $369 million for P.L. 480 Title Il programs in the Emergency
Supplemental Wartime Appropriations Act of 2003 (P.L. 108-11). P.L. 108-11
included $69 million toward partial replenishment of releases of commoditiesfrom
the Emerson Trust used to meet urgent food needsin Africa, Afghanistan, and Irag;
$150 million to finance previously approved but unfunded FY 2003 P.L. 480 Titlell
projects, and $150 million in additional food aid for Africa, Irag, and Afghanistan.

The President’s budget provides no estimate of the value or volume of
commoditiesthat could be released from the Emerson Trust (primarily acommodity
reserve), which was used extensively in FY 2003 to respond to food emergenciesin
Africaand Irag. In FY 2003, the Secretary of Agriculture announced availability
from the Emerson Trust of 200,000 tons of wheat for emergency relief in the Horn
of Africa (Ethiopia and Eritrea) and 600,000 tons of wheat for emergency relief in
Irag. Of thetotal amount made available, only about half was used (400,000 metric
tons). USDA estimates that about 1.6 million metric tons of wheat now remain in
the trust, which is authorized to hold up to 4 million metric tons of wheat, corn,
sorghum, and rice. The appropriations measure provides no additional funding for
replenishment of the Emerson Trust. Instead, it limitsto $20 million the amount of
FY 2004 P.L. 480 funds that could be used to reimburse the trust for the release of
commodities to meet emergency food aid needs.

Other food aid programs include Food for Progress (FFP) which provides
commoditiesto countries that are introducing and expanding free enterprisein their
agricultural economiesand Section 416(b) commodity donations. The President’s
budget envisions $151 million of CCC funding for FFP; some funding for FFP also
will come from appropriations for P.L. 480 Title |, which P.L. 108-199 set at $132
million. USDA estimatesthat about $119 million of surplus nonfat dry milk will be
made available as commodity donations under Section 416(b) in FY2004. The
conference report accompanying P.L. 108-199 directs the Secretary of Agriculture,
to the extent practicable, to make available $25 million in Section 416(b)
commodities to mitigate the effects of HIV/AIDS.

Export Programs. Mandatory (CCC-funded) programsto promote exports
includethe Export Enhancement Program (EEP), the Dairy Export Incentive Program
(DEIP), CCC Export Credit Guarantee Programs, the Market Access Program
(MAP), and the Foreign Market Development Program (FMDP). None of these
mandatory programs require an annual appropriation. In the EEP and DEIP
programs, USDA makes cash bonus payments to exporters of U.S. agricultural
commodities to enable them to be price competitive when U.S. prices are above
world market prices. EEP hasbeen little used in recent years. No EEP bonuseswere
providedin FY 2002 or FY 2003. Reflecting thisprogram experience, thePresident’s
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budget assumes a program level of $28 million in FY 2004, compared with $478
million authorized for EEPinthe 2002 farm bill. Consequently, USDA wouldretain
someflexibility toincreasethelevel of EEP subsidies. For DEIP, the Administration
expects a program level of $57 million for FY 2004.

The President’s budget projects an overall program level of $4.2 hillion in
FY2004 for CCC export credit guarantee programs, which provide payment
guarantees for the commercial financing of U.S. agricultural exports. While this
projection is virtually the same as for FY 2003, the actual level of guarantees will
depend on demand for credit, market conditions, and other factors. Of the amount
of guarantees expected to be issued in FY 2004, $4 billion would be made available
for GSM (General Sales Manager)-102 short-term guarantees of up to 3 years, while
GSM-103 intermediate-term guarantees (3 to 10 years) would be alocated $18
million.

For export market development, the budget proposes $125 million for the
Market Access Program and $34.5 million for the Foreign Market Development
Program, as required by the 2002 farm bill. Both programs support the devel opment
and maintenance of export markets for U.S. agricultural products. However, MAP
mainly promotes high value products, including brand-name products, while FMDP
promotes generic commodities.

Funding for U.S. agricultural export and food aid programs could be affected
by ongoing WTO agricultural trade negotiations. The United States has proposed
that agricultural export subsidies be eliminated, while the European Union, which
opposes complete elimination of such subsidies, has conditioned its willingness to
negotiate reductions in export subsidies on the inclusion of export credit programs
(such as CCC export credit guarantees) and food aid based on surpluses (such as
section 416(b)) on the WTO agriculture negotiating agenda. The EU and other
trading partners charge that the U.S. credit program has a subsidy element (although
itismuch lessthan the subsidy represented by the EU’ sown export subsidy program)
and gives the United States an unfair competitive advantage in exporting certain
agricultural commodities.

TheEU and other U.S. trading partners, such as Australia, Brazil, and anumber
of agricultural exporting developing countries, also have raised the issue of large
U.S. food aid shipments in ongoing WTO agriculture negotiations. They have
suggested that the United States is using food aid to get around its export subsidy
reduction commitments made in the 1994 Uruguay Round Agriculture Agreement.
The United States has countered that its food aid shipments, though large, are made
in conformity with WTO rules, and are being made available to countries with food
needs or used for development programs.

In ongoing WTO agriculture negotiations, the United States has agreed to the
principle of establishing new rules and disciplines for export credit guarantees and
for food aid. However, those negotiations have not yielded agreements on detailed
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proposals for modifying either program. For more information on the status of
negotiations on export credits and food aid, see CRS Report RL32053, Agriculture
in WTO Negotiations.

Other International Provisions. P.L. 108-199 includes an FY 2004
appropriation of $3 million to finance Bill Emerson and Mickey Leland Hunger
Fellowships as authorized in P.L. 108-58. These fellowships, administered by the
Congressional Hunger Center, honor Emerson and Leland, now deceased, who were,
respectively, ranking member and chairman of the House Select Committee on
Hunger, which was eliminated along with other House Select Committeesin 1995.

Cuba Trade. P.L. 108-199 did not adopt language included in the Senate-
passed version of the FY 2004 agriculture appropriationsbill that would haverelaxed
the licensing requirement for traveling to Cuba to pursue opportunities to sell
agricultural and medical products. The Senate language was reportedly in response
to a Treasury Department decision in June 2003 to deny the license application of a
firm seeking to organize a food and agribusiness exhibition in Havana in January
2004. The Bush Administration continues to oppose any efforts to relax existing
restrictions on eligible agricultural exportsto Cuba.

Current U.S. policy isto exempt commercia sales of agricultural and medical
products from U.S. unilateral sanctions imposed on foreign countries, subject to
specified conditionsand prohibitions. Debate continues, though, among policymakers
on the scope of the statutory restrictions that should apply on agricultural salesto
Cuba. Members of Congress opposed to the Cuba-specific prohibitions have
introduced bills in the 108th Congress proposing to effectively repeal them. For
more information on thisissue, see the CRS Electronic Briefing Book, Trade, page
on Economic Sanctions and Agricultural Exports.

Agricultural Research, Extension, and Economics

Four agencies carry out USDA'’s research, education, and economics (REE)
function. The Department’ sintramural science agency isthe Agricultural Research
Service (ARS), which performsresearchin support of USDA’ saction and regul atory
agencies, and conducts long term, high risk, basic and applied research on subjects
of national and regional importance. The Cooperative State Research, Education,
and Extension Service (CSREES) isthe agency through which USDA sendsfederal
funds to land grant Colleges of Agriculture for state-level research, education and
extension programs. The Economic Research Service (ERS) provides economic
analysis of agriculture issues using its databases as well as data collected by the
Nationa Agricultural Statistics Service (NASS).

With the exception of recent years in which USDA research agencies have
received supplemental funds for antiterrorism activities, the agricultural research
budget, when adjusted for inflation, has remained flat for amost 30 years.
Furthermore, current financial difficulties at the state level are causing some states

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.



CRS-19

to reduce the amounts they appropriate to match the USDA formula funds (block
grants) for research, extension, and education (100% matching isrequired, but most
states have regularly appropriated two to three times that amount). A combination
of cuts at the state and federal levels can result in program cuts as far down as the
county level. In 1998 and 2002 legislation authorizing agricultural research
programs, the House and Senate A griculture Committeestapped sourcesof available
funds from the mandatory side of USDA’s budget and elsewhere (e.g., the U.S.
Treasury) to find new money to boost the availability of competitive grants in the
REE mission area. From FY 1999 through FY 2003, the A ppropriations Committees
prohibited the use of those mandatory funds for the purposes the Agriculture
Committees intended; however, from FY 1999 through FY 2002, and now again for
FY 2004, the appropriations conference committees have allocated more funding for
ongoing REE programs than were contained in either the House or Senate
appropriations bills. Nonetheless, agricultural scientists, stakeholders, and others
currently are concerned that higher military spending and lower tax revenues may
return the REE mission areato a period of static or shrinking appropriations.

Agricultural Research Service. TheFY 2004 consolidated appropriations
Act (P.L. 108-199) provides $1.15 hillion for ARS, an amount higher than both the
House- ($1.05 hillion) and Senate-passed ($1.09 billion) appropriations bills. This
represents essentially level funding with the regular appropriation for ARS in
FY 2003, excluding the $110 million one-time supplemental appropriation that ARS
received in P.L. 108-11 for construction at the National Animal Disease Laboratory
in Ames, lowa.

P.L. 108-199 dlocates $1.1 billion of the total FY2004 ARS appropriation to
support the agency’s research programs, and $63.8 million to support the
modernization and construction of ARS facilities. This will provide nearly $54
million in additional funds for research over FY 2003, but represents nearly a $55
million decrease in spending for facilities ($118.7 million in FY 2003, excluding the
supplemental). TheresearchallocationinP.L. 108-199is$75 million morethan that
contained in the House bill and $43.4 million more than in the Senate hill.

Of the $63.8 million appropriated in FY 2004 for facility construction and
modernization, $10.5 million is allocated for laboratory security upgrades (the
Administration had requested $22 million for ARS construction, nearly al for
security upgrades), and the balanceisdesignated for construction projectsat eighteen
different ARS locations. The House bill would have provided $36 million for
building projects, and the Senate measure $46 million. The Senate bill provision to
provide $2 million for renovations at the National Agricultural Library in Beltsville,
Maryland, was not adopted. FY 2004 conferees included report language requiring
ARSto submit prospectuses on construction projects and to assist the committeesin
setting priorities to guide future appropriations.

As in past years, the Administration’s budget request for ARS assumed the
discontinuation of several dozen congressionally earmarked research projects and
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directed the savings to other research areas that the agency considers to have higher
priority. Againasinthe past, the FY 2004 act reflects the appropriators’ rejection of
that proposal, and provides continued funding for al the projects at FY 2003 levels.
(The House appropriations committee report for FY 2004 also contains language
stating that in future yearsthe Administration will be expected to defend and explain
why each research program should be terminated.) However, the conferees did
include in the Act the Administration’s proposal to reprogram roughly $12 million
from lower-priority research areas into specia initiatives on emerging diseases,
global climate change, biosecurity, and genomic sequencing. Every 5 years, ARS
evaluatesits programs and revisesitsresearch plan. Reprogramming isthe outcome
of this process.

Cooperative State Research, Education, and Extension Service.
P.L. 108-199 provides total FY 2004 funding of $1.120 billion for CSREES, an
amount $2.4 million higher than the FY 2003 appropriation. This amount is $11
million higher than the House bill and $1.8 million more than the Senate bill
provisions.

Within the agency’ sbudget, P.L. 108-199 allocates $621.4 million for research
and education funding for the states, which is $4.65 million above FY 2003, $24
million abovethe Housebill allocation, $3.9 million abovethe Senate provision, and
$107.2 million above the FY2004 budget request. Block grants to the states to
support agricultural experiment station research (under the Hatch Act of 1887) at the
1862 land grant universities are funded at $180 million, level with FY2003. Grants
for research at the 1890 (historically black) land grant institutions are funded at $36
million, essentially level with the FY 2003 appropriation of $35.6 million. Conferees
appropriated $1.1 million to supplement money distributed from theendowment fund
to support research at the 1994 (tribally controlled) land grant institutions ($1.7 in
FY 2003).

For state extension programs, P.L. 108-199 designates $441.7 million, which
represents an $8.8 million decrease from FY 2003. The House bill contained $439.7
million for extension, and the Senate bill $442 million. Block grantsto the statesto
support extension programs (under the Smith-Lever Act of 1914) at the 1862 land
grant universities are funded at $279.4 million, a decrease from $281.2 million in
FY2003. Grantsfor extension programs at the 1890 institutions are funded at $31.9
million, essentially level with the $32.1 million appropriated in FY2003. P.L. 108-
199 provides $2.9 million to support extension programs at the 1994 ingtitutions
($3.4 million in FY 2003).

For the fairly new category of multi-state research projects that have both
research and extension components (authorized in1998), the FY 2004 consolidated
appropriations act provides $50.5 million, which is a $4.1 million increase over
FY 2003, and a$4 million increase over the Senate bill provision, but a$12.4 million
decrease from both the budget request and the House bill.
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The act contains increased funding for an outreach program for socialy
disadvantaged farmers, from $3.5 million in FY 2003 to $6 million in FY 2004, an
amount that is higher than both the budget request ($4 million) and the funding
contained in the Senatebill (which provided level funding), but lower than the House
bill provision ($8.5 million).

As in past years, the Administration proposed to eliminate all but about $3
million in earmarked research and extension grants to specified land grant schools
(special research grants). Congress traditionally has never adopted such proposals.
P.L.108-199 contains$111.3 million, essentially level funding with FY 2003 ($112
million); the House and Senate bills would have provided about $100 million for
special researchgrants. For USDA major competitive, peer-reviewed grant program,
the National Research Initiative (NRI), P.L. 108-199 appropriates $165 million,
essentially level funding with the FY 2003 appropriation of $167 million, which was
the highest in the program’s 13-year history (authorized at $500 million annually
since 1994). The NRI would have received $149 million and $180 million,
respectively, in the House and Senate bills. The FY 2004 budget request was for
$200 million.

P.L. 108-199 includes (as did the House and Senate bills) the Administration’s
reguest to continue to deny funding to carry out the Initiative for Future Agriculture
and Food Systems competitive grants program. This program (which is not subject
to annual appropriations) was established in 1998, was reauthorized inthe 2002 farm
bill (P.L.107-171), andisauthorized to receive $120 million annually in government
mandatory funds. Grantswere awarded under theinitiativein FY 2000 and FY 2001,
but appropriators prohibited the funds to be used for that purpose in FY 2002 and
FY2003. Languagein P.L. 108-199 concurs with a Senate bill provision giving the
Secretary discretionary authority to make 20% of NRI fundsavailablefor competitive
grants under the terms and conditions of the initiative. This means that
approximately $30 million of the $165 million NRI appropriation could be awarded
asinitiative grantsin FY2004. Both grant programs support fundamental research
on subjects of national, regional, or multistate importance to agriculture, natural
resources, human nutrition, and food safety, among other things.

Economic Research Service (ERS) and National Agricultural
Statistics Service (NASS). P.L. 108-199 includes the House bill provision to
appropriate $71.4 million for ERS. This represents a $2.7 million increase over
FY 2003, a$1.5 million increase over the Senate bill, but $5.3 million decrease from
the amount requested by the Administration. For NASS, the act contains FY 2004
funding of $128.9 million, as proposed in the Senate bill, which is about $1 million
less than the House provision, $7.3 million less than the budget request, and $9.5
million less than the FY 2003 level.
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Food Safety

USDA'’s Food Safety and Inspection Service (FSIS) conducts mandatory
inspection of meat, poultry, and processed egg products to insure their safety and
proper labeling. The FY2004 consolidated appropriations act (P.L. 108-199)
provides $784.5 million for FSIS, roughly the amount contained in both the House
and Senate bills. It representsa$29.7 million increase over FY 2003, but it is$12.6
million below the Administration’s request.

The FY 2004 conference report contains language from the House bill directing
the agency to use the increase to hire additional inspectors, provide more scientific
training, and conduct more sampling for pathogensthat cause human illness, among
other things. P.L. 108-199 aso includes the Administration’s request for $1.65
million to be used solely to pay for microbiological testing of meat and poultry
samples at commercial laboratories, in order to support the goal of establishing a
valid and reliable baseline against which to measure risks and performance. Report
language also expresses concern over the validity of FSIS determinations of the
“equivalency” of foreign meat and poultry inspection systemsthat are authorized to
export to the United States. FSIS is required to present a report to Congress by
March 1, 2004, documenting the processfor determining equivalency, and explaining
recent changesin the agency’ s system for reinspecting meat imports at U.S. ports of
entry. A provision in the Senate bill to prohibit USDA from spending any fundsto
inspect downed (non-ambulatory) animals was not included in the conference
agreement (meaning that they could not receive federal inspection for use as human
food). However, becausethefirst caseof bovine spongiform encephal opathy (BSE,
or mad cow disease) was identified in a downer cow in the state of Washington in
December 2003, FSIS has since instituted new regul ations banning downed animals
from entering slaughtering plants.

In addition to annual appropriations, FSIS traditionally has had access to user
feescollected fromindustry for laboratory accreditation and for overtimeand holiday
inspection. Approximately $101 million is made available annually from this
account to support theinspection program. ThePresident’ sbudget request contained
aproposal to changethe definition of “ overtime” to mean any hoursthat afirm might
be operating beyond one 8-hour daytime shift. This would significantly raise the
amount of feescollected fromindustry and diminish the proportion of inspection paid
for by tax dollars. Congresshas never agreed to similar proposalsin the past, saying
that assuring the safety of the food supply is an appropriate function of the federal
government. In keeping with the House and Senate bills, which disregarded the
Administration’s proposal, the FY 2004 appropriations act does not address it.

Marketing and Regulatory Programs

Animal and Plant Health Inspection Service (APHIS). The largest
appropriation for USDA marketing and regulatory programs goesto the Animal and
Plant Health Inspection Service. APHISisresponsiblefor protectingU.S. agriculture
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from foreign pests and diseases, responding to domestic animal and plant health
problems, and facilitating agricultural tradethrough science-based standards. Under
the FY 2004 consolidated appropriations act (P.L. 108-199), APHIS receives $725.6
million. Thisis$32.9 million morethan FY 2003 (see next paragraph), $25.7 million
more than the Administration’ s request, $13.5 million more than the Senate-passed
bill, and $4.9 million less than the House-passed bill. Of the $725.6 millionin P.L.
108-199, $720.6 millionisfor salaries and expenses, and $5 millionisfor buildings
and facilities, the latter of which matches the Administration’ s request and both the
House and Senate versions.

The FY 2003 amount that is comparable to the FY 2004 appropriation is $692.7
million. This equals the FY 2003 appropriation of $730.7 million, after rescission,
minus $38 million transferred to the new Department of Homeland Security (DHS).
On March 1, 2003, approximately 2,680 APHIS border inspectors and the Plum
Island Animal Disease Center became part of DHS under P.L. 107-296. Separate
FY 2004 appropriations for USDA and DHS reflect this new divison of
responsibilities. DHS now conducts agricultural inspections at the border, but
APHIS continues to set agricultural inspection policies, conduct preclearance,
supervise training, and inspect passengers and cargo entering the mainland from
Hawaii and Puerto Rico. USDA continues to collect the user fees that fund much
of the agriculture border inspection program and will reimburse DHSfor inspections
performed. In FY 2004, USDA expects to collect $285 million in such fees and
transfer $178 million to DHS.

APHIS activities are divided into five program functions, plus a contingency
fund. P.L. 108-199 funds the pest and disease exclusion function at $152.5 million,
an increase of $6 million from FY2003, but $3.4 million less than the
Administration’s request ($5.9 million less than the House and $4.5 million more
than the Senate). Plant and animal health monitoring isfunded at $139.3 million, an
increase of $6.3 million from FY 2003, but $3 million less than the Administration’s
request ($430,000 lessthan the House, and $2.4 million more than the Senate). Pest
and disease management rises prominently to $333 million, an increase of $15.8
million over FY 2003, and $35.5 million over the Administration’s request ($4.2
million abovethe House and $920,000 abovethe Senate). Theincreasefor scientific
and technical services is $13.8 million over FY2003 and $6.1 million above the
Administration’s request ($2.3 million below the House and $10 million above the
Senate). The contingency fund and animal care function adopt the Senate-passed
levels, and are very similar to FY 2003, the Administration’ srequest, and the House.

Within the pest and disease management function, P.L. 108-199 provides an
increase of $18.3 million for emerging plant pests (totaling $93.7 million), $5.2
million more than the Senate, but $2.5 million lessthan the House. Thisincreaseis
allocated with $8 million for citrus canker, $4 million for Asian long-horned beetle,
$4.8 million for glassy-winged sharpshooter, and $1.5 million for Emerald Ash
Borer. The confereesrequest reportsfrom USDA on controlling Emerald Ash Borer
(by March 1, 2004) and Asian long-horned beetle (by January 1, 2004). The
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agreement also increases funding for chronic wasting disease by $3.6 million
(totaling $18.6 million), $1.8 million more than the House but $1.4 million lessthan
the Senate. Appropriations also rise for control of grasshoppers, Mormon crickets,
cormorants, and other pests and diseases.

Asin past years, Congress encouragesthe Secretary to transfer fundsfrom other
Departmental accounts (generally the Commodity Credit Corporation (CCC)) for
emergency eradication and indemnification programs. The agency transferred over
$390 million in CCC funds for such purposes in FY2003. (Separately, the
conference report notes that $10 million of CCC funds should be used for tree
replacement and indemnification for losses due to citrus canker in Florida.)

In the plant and health monitoring function, the conferees increase emergency
management systems by $640,000, partially toincreasethe number of availabledoses
of foot and mouth disease (FMD) vaccine. P.L. 108-199 funds a $2 million
biosecurity program, in addition to other fundsrel ated to agroterrorism preparedness,
such as database devel opment and veterinary diagnostics. The confereesinstruct the
Secretariesof Agricultureand Homeland Security to coordinate effortsto assist states
with agroterrorism preparedness. They also direct that diagnostic work at Plum
Island should remain focused on agriculture.

Regarding cost sharing, P.L. 108-199 incorporates a Senate provision
prohibiting fundsfrom being used to issueafinal rulethat would haverequired states
to match certain federal funds. Conferees also adopted another Senate amendment
allowing citrus canker assistance funds (in the Agricultural Assistance Act of 2003)
to be used for tree replacement.

P.L. 108-199 reflects language from a Sense of the Senate amendment that
USDA should not alow imports of live cattle from any country known to have BSE
(bovine spongiform encephal opathy, also known as“mad cow disease”) unlessthe
country complies with guidelines of the World Organization for Animal Health.

Agricultural Marketing Service. AMS s responsible for promoting the
marketingand distribution of U.S. agricultural productsindomestic andinternational
markets. The FY 2004 consolidated appropriations act (P.L. 108-199) provides
budget authority of $94.2 million for AMS in FY 2004, compared with the House-
passed level of $92.7 million and the Senate-passed level of nearly $94 million. The
Administration request was $91.8 million; $91.5 million was provided in FY 2003.
The AMS levels include annual appropriations for marketing services and for
payments to states and territories. Conferees approved the Senate’ s additional $2
millionin FY 2004 budget authority for paymentsto statesand territories (funded last
year at $1.3 million), and earmarked the $2 million increase specifically for the
Wisconsin Department of Agriculture, Trade, and Consumer Protection for the
creation of specialty markets.
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More than $15 million of the AMS appropriation represent funds transferred
from the permanent Section 32 account. Further, AMS uses additional Section 32
monies (not reflected in the above total s) to pay for government purchases of surplus
farm commodities that are not supported by ongoing farm price support programs.
(For an explanation of this account, see CRS Report RS20235, Farm and Food
Support Under USDA's Section 32 Program.) Also not included inthe above AMS
budget authority levelsare approximately $195 millionin various user feesthat fund
numerous agency activities.

The Senate appropriations committee report encourages USDA to use al
existing Section 32 authorities to continue the $6 million Fruit and V egetable Pilot
Program (providing free fresh fruits and vegetables to students in 25 schools),
authorized under Section 4305 of the 2002 farm bill (P.L. 107-171). On a separate
but related matter, the report also notes that Section 10603 of the farm bill requires
USDA to purchase at least $200 million annually of fruits, vegetables, and other
specialty crops, and reminds the Department that farm bill report language expected
that the purchases were to be in addition to any existing purchases. So far, USDA
hasinterpreted thefarm bill language by counting existing purchasestoward the $200
million minimum. In another area, the Senate report notes that it was including, in
the committee’ srecommended increasefor AM S, an additional $477,000 (for atotal
of $1.5 million) for the National Organic Program, which, the report stated, should
beusedto hirean executivedirector for the National Organic StandardsBoard, create
apeer review panel to oversee USDA'’s accreditation process for organic certifiers,
and pay expenses for volunteer technical advisers to the program.

Country-of-Origin Labeling. The2002 farm bill (P.L. 107-171) contained
a requirement that many retailers provide country-of-origin labeling (COOL) for
fresh fruits and vegetables, ground and fresh cuts of red meats, wild and farmed fish,
and peanuts, starting on September 30, 2004. P.L. 108-199 delays most
implementation for 2 years. The new implementation date is September 30, 2006,
for all covered commodities except wild and farmed fish, which are still subject to
the original deadline. The House-passed bill had included a provision, added in
committee, to prohibit the use of FY 2004 fundsto implement COOL for meatsonly.
A Housefloor amendment to strike this committee provision was defeated, 208-193.
The Senate version had not included adelay in COOL implementation. Rather, the
full Senate had approved aresol ution insisting that conferees not agree to the House
position. (For background, see CRS Report 97-508 ENR, Country-of-Origin
Labeling for Foods.)

Grain Inspection, Packers, and Stockyards Administration. GIPSA
establishes the official U.S. standards, inspection and grading for grain and other
commodities, and ensures fair-trading practices, including in livestock and meat
products. GIPSA has been working to improve its understanding and oversight of
livestock markets, where increasing concentration and other changes in business
relationships have raised concerns among some producers about the impacts of
competition onfarm prices. The consolidated FY 2004 appropriationsact (P.L. 108-
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199) provides an appropriation of $35.9 million for GIPSA salaries and expenses.
Asapproved by the House, H.R. 2673 would have provided $39.7 million, the same
level asin FY 2003 and $2 million below the Administration request. The Senate-
passed version would have set the GIPSA appropriation at $35.6 millionin FY 2004,
approximately $4 million below FY 2003 and $6 million below the Administration
request.

In addition to the annual appropriation, another $42.5 million is expected to be
collected through existing GIPSA user fees. Neither the House- nor Senate-passed
bill assumed adoption of the Administration’ s proposal for new user feesin FY 2004
toreplace$28.8 millioninappropriations. Approximately $5million of the proposed
new fees would have come from charges for the costs of developing, reviewing, and
maintaining official U.S. grain standards; the other $24 million would have come
from new license feesimposed on packers, live poultry dealers, poultry processors,
stockyard owners, market agencies, dealers and swine contractors covered by the
Packers and Stockyards Act (PSA). In their report, conferees expressed concern
about the Secretary’s transfer in July 2003 of $2 million from the saaries and
expenses account to the user fee account for grain export inspection and weighing
services. Confereesdirected the Administration to “take all necessary stepsto adopt
and implement a fee structure that fully funds the services provided.”

Report language accompanying the original House committee-reported
appropriations bill notes that no resources are provided for packer audits. The
Administration requested $1 million in FY 2004 GIPSA funds to implement a new
pilot program to audit the four largest beef packers, intended for “better financial
protectionto theregul ated industriesthrough heightened financial scrutiny of the Top
Four.” Also, $500,000 was proposed to conduct a comprehensive, industry-wide
review of the PSA and itsregulations. The Act has not undergone acomprehensive
review since its enactment in 1921 despite “dramatic structural changes’ in the
industry since then, USDA observed. After receiving industry participant input,
“GIPSA will clarify its views on competition in the industries it regulates. These
activities may result in future increases in the number and complexity of
investigations conducted by GIPSA and the monies recovered or returned to the
regulated industries,” the Department added in its proposal.

The House Appropriations Committee stated in its report that it “ continues to
be concerned about the economic impacts of packer control, feeding, or ownership
[of livestock] on local communities.” Observing that it had provided FY 2003
funding “for a comprehensive, objective study of the issues surrounding a ban on
packer ownership,” the committee states that it expects the Department to provide
regular updates on its progress.

The Administration’ sFY 2004 budget summary al so noted that some of the new
funds proposed for the Secretary’ s officefor “ crosscutting” trade and biotechnology
activitiesmay be provided to GIPSA for its expanded biotechnol ogy activities. P.L.
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108-199 earmarks $150,000 to GIPSA for these purposes, out of a total of $3.3
million provided by confereesto all of USDA for this request.

Rural Development

USDA '’ s stated rural development mission isto enhance rural communities by
targeting financial and technical resourcesin areas of greatest need. Three agencies
established by the Agricultural Reorganization Act of 1994 (P.L.103-354) are
responsible for this mission area: the Rural Housing Service (RHS), the Rurd
Business-Cooperative Service (RBS), and the Rural Utilities Service (RUS). An
Office of Community Development provides community development support
through Rural Development’sfield offices. The mission area also administers the
rural portion of the Empowerment Zones and Enterprise Communities Initiative, the
Rural Economic Partnership Zones, and theNational Rural Development Partnership.

The FY 2004 consolidated appropriations act (P.L. 108-199) provides a total
appropriation of $2.462 billionfor USDA rural development programs, whichin part
supports an $11.098 billion loan authorization level for rural economic and
community development programs. The Senate and House measures recommended
approximately $131 million and $65 million more, respectively, in budget authority
and $36 million and $1.386 billion more, respectively, in loan authorization level
than the conference agreement provides. P.L. 108-199 aso provides $170 million
more in budget authority and $3.203 billion more in loan authorization than the
Administration’ s requested appropriation.

Reductions in Mandatory Spending and General Provisions. In
general provisions, P.L. 108-199 prohibits the expenditure of any fundsto carry out
several mandatory rural development programs authorized by the 2002 farm bill
(P.L.107-171). Each of these programs is funded through the borrowing authority
of USDA’s Commodity Credit Corporation, and does not require an annual
appropriation. The provisions prohibit the use of appropriated funds for the salaries
and expenses associated with these programs, which effectively blocks funding for
these programs. In total, P.L. 108-199 prohibits $293 million in mandatory rural
development spending for the following programs. The Rural Strategic Investment
Program (Congressional Budget Office-estimated savingsof $100 million); the Rural
Firefightersand Emergency Personnel Program ($10 million); Enhancement of Rural
Access to Broadband Services ($20 million); the Renewable Energy Systems and
Energy Efficiency Improvements Program ($23 million); the Rural Business
Investment Program ($100 million); and the Value-Added Agricultural Product
Market Development Grants program ($40 million)." While the original House-
passed bill recommended prohibiting expenditures to carry out the Value-Added

! While funding to carry out the Rural Business Investment Program is prohibited, an
exemption is made for funds used to begin initial review of grant applications for the
program.
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grants program, the Senate bill did not contain this prohibition. The Senate bill
recommended that no funds be spent to carry out provisions of the Rural Business
Investment Program ($100 million). The House bill did not contain this provision.

While prohibiting the mandatory funding for the Renewable Energy Systems
and Energy Efficiency Improvements Program, P.L. 108-199 does provide $23
millioninfunding for the program, bringing budget authority to the level authorized
in the 2002 farm bill, but doing so through a discretionary appropriation. Both the
House- and Senate-passed hills contained this recommendation. P.L. 108-199 also
includeshbill languageto provide guaranteed |oansfor thisprogram, and also provides
$15 million in discretionary funding for the Value-Added grants program.

Inother general provisions, P.L. 108-199 provides$1.5 millionfor theNorthern
Great PlainsRegional Authority, half of theamount recommended by the Senatebill.
The Authority was created in the 2002 farm bill and authorized at $30 million each
fiscal year, FY2002-FY 2007. Thisisthefirst year that funding has been provided
for the program. P.L. 108-199 also provides $1 million to the Denali Commission
for improving solid waste disposal sites that currently threaten rural drinking water
supplies in Alaska. This was also half the amount recommended by the Senate
measure. The House bill did not make recommendations for these programs.

Rural Community Advancement Program (RCAP). The RCAP,
authorized by the 1996 farm bill (P.L.104-127), consolidates funding for 13 rural
development loan and grant programs into three accounts. Community Facilities,
Rural Utilities, and Business-Cooperative Development. RCAP was designed to
provide greater flexibility in targeting financial assistanceto local needsand permits
a portion of the various accounts' funds to be shifted from one funding stream to
another. P.L. 108-199 provides $757.4 million in budget authority for the three
RCA P accounts, approximately $10 million |essthan the Senate-passed measure, $56
million more than the House-passed bill, and $280 million more than requested by
the Administration.

Within the three streams of RCAP funding, P.L. 108-199 provides funding of
$76 million for the Community Facilities account. Through earmarking, the
conference agreement provides $30 million for the Rural Utility Service's High
Energy Cost Grants account (by transfer) and $22 million for Economic Impact
Initiative Grants for facilities in communities with high unemployment/economic
depression. These amounts are $2 million and $1 million less respectively than the
Senate-passed bill had recommended. The House-passed bill made no
recommendation for these programs. P.L. 108-199 also adoptsthe Senate and House
bill recommendations directing $6 million of the funding for rura community
programsfor aRural Community Devel opment Initiativetargeting low-incomerural
areas and Native American Tribes. The Senate bill noted that demand for the direct
community facilities loan program far exceeds available funding, and, in report
language, encouraged the Department to consider establishing a program level of
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$500,000,000 to meet these demands. The conference agreement does not include
this language.

For the Rural Utilities account within RCAP, P.L. 108-199 provides $605
million. The account supports water and waste-water |oans and grants and solid
waste grants and is, by far, the largest of the three RCAP accounts. As with the
Houseand Senatebills, languageisincluded inthe conference agreement that further
earmarks RCAP water/waste-water funding for Native American Tribes ($24
million), Alaska Native villages ($28 million), and the Colonias ($25 million) along
theU.S.-Mexican border. The Senate bill had recommended $30 millionfor Alaska
villages, whilethe House measure made no such earmark P.L. 108-199 also provides
$13 million for the circuit rider program and earmarks two additional circuit rider
contractsfor Alaska. Thecircuit rider program providestechnical assistanceto small
rural water and waste-water systems. P.L. 108-199 further earmarks approximately
$12.6 million of the RCAP account for water and waste-water development in
Empowerment Zones/Enterprise  Communities and Rural Economic Area
Partnerships, about $10 million morethan the Senate had recommended and thesame
as recommended by the House measure. P.L. 108-199 also earmarks $2 million for
grants to statewide private non-profit television stations, $3 million less than the
Senate recommendation. P.L. 108-199 also provides $1 million for improvementsto
individually owned water wells, half of theamount recommended by the Senate. The
House made no recommendation for the program.

Finally, P.L. 108-199 provides $76.5 million for the Rural Business Services
account within RCAP, whichis$5 million and $3.5 million morethan the House and
Senate recommendations, respectively. P.L. 108-199 also earmarks $8.5 million for
business development in Empowerment Zones/Enterprise Communities and Rural
Economic Area Partnerships.

Rural Housing Service. For the RHS, P.L. 108-199 provides a $1.376
billion appropriation for FY 2004, which in part supports atotal rural housing loan
authorization of $4.362 billion. P.L. 108-199 provides $129.5 million and $147.7
million less in total budget authority than recommended by the Senate and House
measuresrespectively, and is$170 million lessthan requested. Thisreduced budget
authority, however, supports aloan authorization level that isonly slightly lessthan
the House recommendation and about $9 million more than the Senate
recommendation. P.L. 108-199 provides aloan authorization level of $4.092 billion
for Section 502 single family guaranteed loans, the largest account of the Rural
Housing Insurance Fund portfolio. The Senate-recommended |oan authorization
level and Administration request for this account are slightly less than this amount
and are the same as recommended by the House bill.

P.L. 108-199 provides$232 millionin housing loan subsidies, with Section 502
singlefamily loans accounting for half of the direct subsidies ($165.9 million). This
is$667,000 more than the Senate recommendation and $79,000 | ess than the House
recommendation, but $19.6 million moreintotal subsidiesthan requested. P.L. 108-
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funding levelsin thisreport do not reflect the effects of thisrescission.
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199 provides approximately $50 million for Section 515 rental housing subsidies,
the same as recommended by the House bill and only dlightly less than the Senate
recommendation.

For the Rural Rental Assistance program, P.L. 108-199 provides $584 million.
Thisis $137 million and $147 million less, respectively, than the Senate and House
recommendationsand $156 million lessthan the budget request. Confereesincluded
report language expressing concern that past Section 521 rental assistance budget
reguests have been overstated, resulting in substantial unliquidated balancesin that
account. In particular, the conferees note that appropriations for 5-year rental
assistance contracts have been sufficient for an average period of 6.5 years.
Accordingly, P.L. 108-199 changes the contract term from 5 yearsto 4 years. The
conferees also provide the Secretary with the authority to carry over unexpended
funds at the completion of the 4-year contract period.

P.L.108-199 al so provides$46.2 millionfor therural housing assistancegrants,
the same as recommended by the Senate and $4 million more than recommended by
theHousebill. For thefarm labor account, P.L. 108-199 provides $36.3 million, the
same asrecommended by the House and $3.3 more than recommended by the Senate.

P.L. 108-199 also provides $34 million for the mutual and self-help housing grants,
the same as recommended by the Senate and only slightly less than the House bill
recommendation.

P.L. 108-199 doesnot includethe Senaterecommendation to provide $2 million
for the Historic Barn Preservation Program authorized by the 2002 farm bill.

Rural Utilities Service. P.L. 108-199 provides a total appropriation of
$102.3millionfor rural utility programs, which supports, in part, aloan authorization
level of $6.681 bhillion. This is $18.7 million more in budget authority than
recommended by the House-passed bill and $4 million lessthan in the Senate-passed
bill. It is aso $1.390 billion more in loan authorization than recommended by the
House bill, $45 million less than the Senate recommendation, and $3.160 hillion
more than the Administration requested. Budget authority for the Rurd
Electrification and Telecommunications Loan account is approximately the same as
recommended by both the House and Senate bills. P.L. 108-199 adopts the loan
authorization level recommended by the Senate bill. Thislevel is$950 million more
than the House bill and $2.47 billion morethan requested. Asrecommended by both
the House and Senate bills, and as requested by the Administration, P.L. 108-199
effectively terminates el ectric and telecommunication |oan subsidies.

For the Rural Telephone Bank (RTB), P.L. 108-199 provides$173.5 millionin
FY 2004 |oan authorization, but no loan subsidies. Thisisthe same as proposed by
the Senate bill. The House bill recommended neither loan authorization nor direct
loan subsidiesfor RTB, the same asrequested by the Administration. Infurtherance
of the privatization of the RTB, the conferees also include a provision limiting the
retirement of Class A stock in the RTB.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
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In other RUS programs, P.L. 108-199 provides an FY 2004 |oan authorization
level of $300 million for the Distance Learning and Telemedicine program, $250
million more than requested, but the same as recommended by both House and
Senate bills. P.L. 108-199 also provides $39 million in grantsfor this program, $14
million more than the House recommendation and $1 million less than the Senate
recommendation. P.L. 108-199 also provides a loan authorization level of $602
million for rura broadband telecommunications, $266 million more than
recommended by the House and requested by the Administration, and $45 million
less than recommended by the Senate bill. For broadband direct |oan subsidies and
grants, P.L. 108-199 provides $13.1 million and $9 million respectively. Thisis$19
million more than recommended by the House bill and $4 million less than
recommended by the Senatemeasure. No fundingwas provided for broadband direct
loan subsidiesin FY2003. For purposes of loans and grants under these programs,
P.L. 108-199 aso adopts the Senate definition of a rural area as one outside an
incorporated city or town and with a population of 20,000 residents or less.

Rural Business-Cooperative Service. P.L.108-199 providesan FY 2004
appropriation of $84 million for the RBS accounts to support rura business
development and expansion. This is $12 to $13 million more than the levels
recommended by the House and Senate bills and $46 million more than requested.
P.L. 108-199 adopts the loan subsidy and authorization levels for the Rural
Development Loan Fund as recommended by the House and Senate bills and as
requested by the Administration. P.L. 108-199 aso adopts the Senate
recommendation to provide $15 millioninloan authorization for the Rural Economic
Development Loan account, approximately $1 million less than the House measure
andthesameasrequested. For Rural Cooperative Development grants, P.L. 108-199
provides $24 million. Thisis$11 and $15 million more respectively than the House
and Senate measures.

WithintheRBSappropriation, P.L. 108-199 provides an FY 2004 appropriation
of $12.7 million for the Empowerment Zone/Enterprise Community Initiative
(EZ/EC), approximately $1.7 million more than the House measure and $1.7 less
than the Senate recommendation. The Administration made no funding request for
the program. The conference report also provides $1 million for the two rural EZs
(Aroostook County, Maine and Middle Rio Grande FUTURO communities) chosen
in Round Il of the Empowerment Zone competition.

For more information on USDA rural development programs, see the CRS
Electronic Briefing Book, Agriculture Policy, page on “Rural Development,” at
[ http://www.congress.gov/brbk/html/ebagr22.html].

Food and Nutrition Programs

The FY 2004 consolidated appropriations act (P.L. 108-199) provides total
funding of $47.3 billion for USDA nutrition programs, an increase of $5.4 billion
over FY 2003 spending for these programs. Thefinal amount ishigher than the $44.2

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of thisrescission.
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billion recommended by the Administration, the $46.3 billion proposed by the
Senate, and the $44.1 billion proposed by the House because of higher than originally
projected unempl oyment resulting in greater participationinincome-tested programs.
Food and Nutrition programs include the food stamp program, child nutrition
programs (e.g., school lunch, breakfast, summer food, child care, special milk, etc.),
the special supplemental nutrition program for women, infants and children (WIC),
and various commodity donation programs.

The food stamp program, the largest of the federa nutrition programs, is
expected to serve over 21 million people in FY 2004, according to Administration
estimates. For FY 2004, Congress agreed to total funding of $30.9 billion for food
stamp and related programs. Thisis $4.6 billion more than FY 2003 spending; $3.2
billion more than the Administration request and House proposal, and $1 billion
more than the Senate proposal. The final amount funds food stamp expenses (food
benefits, administration, and the Food Distribution Program on Indian Reservations)
at $26.4 billion, the food stamp contingency reserve at $3 billion, $1.4 billion for
Puerto Rico and American Samoa, and $140 million for the emergency food
assistance program (EFAP). Food stamp expensesarefunded at the Senate proposed
level ($2.2 billion morethan the Administration request and House proposal) because
more recent projections indicate higher than originally expected unemployment.
Another difference between the finaly enacted amount and the Administration,
House, and Senate proposalsis inthereserve fund, which wasraised from $2 billion
to $3 billion. Other food stamp related programs (Puerto Rico and American Samoa
and EFAP) arefunded at the samelevels aswere proposed by the House and Senate
bills but slightly more ($5 million) than the Administration request. The final law
also contains language amending the Food Stamp Act to ensure that food stamp
benefitsin FY 2004 for Alaska and Hawaii are not lower than those in FY 2003.

Child Nutrition programs receive a total of $11.417 billion? under the finally
enacted law. Thisis$837 million more than FY 2003 spending for these programs,
and $1 million less than was proposed by the Administration and the House- and
Senate-passed bills. Thedifferencereflectsareductionfrom $6 millionto $5 million
for acertification study by the FNS. Child nutrition fundingisused to assist with the
costs of meal service programs in schools, child and adult care, and summer and
after-school programs, milk programs, and related nutrition and administrative
support. Thelargest program, the school lunch program, served subsidized mealsto
some 28.7 million children in FY2003. For FY 2004 it would receive an estimated
$6.7 billion and serve 29.1 million children, according to USDA estimates.
Conference report language encourages the Secretary of Agriculture to take action
to prevent purchases for the school lunch program of chicken treated with
fluoroquinolones (an antibiotic treatment).

2 Thisdoes not reflect some $400 million in surplus commodities purchased and donated to
child nutrition programs using section 32 agricultural surplus removal funds.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
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Several child nutrition programs and provisions due to expire at the end of of
FY 2003 were temporarily extended through March 31, 2004 in separate legislation
(P.L.108-134) after the Congress was unable to agree on a comprehensive child
nutrition reauthorization bill. These programsinclude: (1) the summer food service
program and summer food service pilot projects, (2) authority for the use of
agricultural funds to buy commodities for food programs; (3) provisionsrelating to
eigibility for private non-profit child and adult care food providers, and (4) a
provision extending a provision permitting the exclusion of military housing
allowances for free and reduced price meal digibility.

WIC program funding authority, which expired at the end of FY 2003, was not
among the expiring programs temporarily reauthorized by P.L.108-134.
Nevertheless, the programwasfunded in the FY 2004 consolidated appropriationsact
at $4.64 billion. This program provides monthly food packages to low-income
pregnant and postpartum mothers and children under age 5 who are at nutritional
risk. Theamount provided by P.L. 108-199 isthe same as that recommended by the
Senate; $51 million less than the House proposal; $130 million less than the
Administration request; and $56.8 million less than the FY 2003 appropriation. The
Senate committee report (S. Rept.108-107) justified the agreed-upon FY 2004
reduction in appropriated funds from FY 2003 on the basis of lower than originally
projected FY 2003 participation rates and a slight decrease in WIC food package
costs. Moreover, according to the Administration, there will be $125 million in
unexpended reserve funds from FY 2003 that can be used in FY 2004. The report
projected that thefinal funding level of $4.64 billion would be adequate to maintain
participation at the FY 2003 level of approximately 7.8 million.

An Administration proposal to remove funding for the Farmers Market
Nutrition Program (FMNP)? from the WIC budget, and instead, fund this activity
under the Commodity Assistance Program (CAP, see below) was not adopted in the
final law. The House-passed bill concurred with this change; the Senate bill did not.
Thefinal law sets $23 million ($2 million less than the Senate bill) as the amount of
WIC funds to be spent on the FMNP. It also allows not less than $15 million of
WIC funds for a breastfeeding support initiative, and up to $25 million for
management information systems. Up to $4 million of WIC funds are permitted to
beused for pilot projectsto combat childhood obesity, $1 million lessthan the Senate
bill recommendation.

The Commodity Assistance Program (CAP) is a category created by
appropriators to combine funding for a variety of commodity donation programs
authorized by several agriculture laws. Programs include the commodity
supplemental food program (CSFP); emergency food assistance program (EFAP)
administrativegrants, and funding for Food Donationsand Pacific Island Assistance.

¥ The FMNP provides couponsto WIC recipientsto useto purchase fresh foods at farmers
markets.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
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The finally enacted law provides atotal of $150 million for these programs, instead
of the $166 million proposed by the Administration and the House and the $145
million proposed by the Senate. Thisis $13.4 million less than the amount spent for
these programs in FY2003. Of the amount appropriated, the CSFP is funded at
$98.92 million. The CFSP provides monthly food packages made up of commodities
to low-income pregnant and postpartum women, children under 6 and elderly
persons. Thefinal law provides $3.93 million more than the Administration request,
and the House and Senate recommended levels. Conference report language
indicatestheconferees’ intent that thefunding maintainthe samecasel oad in FY 2004
as that existing at the end of FY2003. The final CAP funding also provides $50
million to support the administrative costs of distributing commaodities through the
EFAP, and $1.081 million for food donations for disasters and Pacific Island
assistance, and contains language authori zing assi stance to nuclear-affected islands.

Food and Drug Administration (FDA)

The Food and Drug Administration (FDA), an agency of the Department of
Health and Human Services (DHHS), is responsible for regulating the safety of
foods, drugs, biologics (e.g., vaccines), and medical devices. The agency isfunded
by a combination of congressional appropriations and various user fee revenues,
assessed primarily for the pre-market review of drug and medical deviceapplications.
The total amount of user fees to be collected each year is set in FDA’s annual
appropriations act. The FY 2004 consolidated appropriations act (P.L. 108-199)
provides atotal program level of $1.704 billion. Of this amount, $1.387 billion is
appropriated for FDA salaries and expenses, an increase of $6 million over the
$1.381 billion appropriated for FY 2003, but $19 million|essthan the Administration
request of $1.406 billion. P.L. 108-199 also appropriated $7 million to pay for
construction and maintenance of FDA’s buildings and facilities. In addition, P.L.
108-199 alows FDA to collect atotal of $309.7 million in user feesduring FY 2004,
an amount 14.5% higher than the $270.5 million in user fees for FY 2003.

User Fees

Total user fee revenues, which have risen steadily over the past 10 years,
account for nearly 18% of FDA'’s total program level this year. The Prescription
DrugUser Fee Act (PDUFA), reauthorized aspart of the 2002 Public Health Security
and Bioterrorism Preparedness and Response Act (P.L. 107-188), allows FDA to
collect user feesfor the review of drug and biologic applications. P.L. 108-199 sets
these fees at $249.8 million, asthe President requested, an increase of $26.9 million
over the $222.9 million for FY 2003. In addition, the new Medical Device User Fee
and Modernization Act (MDUFMA) of 2002 (P.L. 107-250) authorizes the agency
to charge user fees for medical device applicationsaswell. P.L. 108-199 calls for
$31.7 million in medical device user fee assessments, an increase over the $25.1
millionfor FY 2003. Moreover, the President signed the new Animal Drug User Fee
Act of 2003 (P.L. 108-130) on November 18, 2003, and the conference committee

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
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recommended that $5 million be derived from these fees. The FDA also receives
$23.2 million in user fee revenues from mammography clinics, color certification
receipts, and export certificates.

Counterterrorism Activities

The conference report provides $20.5 million for FDA’s counterterrorism
activitiesin FY 2004, the same as the budget request. These funds are consolidated
under the category of food safety aspart of the DHHS soverall strategy to protect the
nation’s food supply, and include $5 million in grants to states, $5 million for
laboratory protection, and another $10.5 million to support FDA’ s new food facility
registration system. Thisinitiative, mandated under the Bioterriorism Act of 2002,
requires all food facilities, both domestic and foreign, to register with the FDA.

Unified Financial Management System

FDA'’s Unified Financial Management System (UFMYS), which integrates the
Department’ s financial management structure, provides HHS leaders with a more
timely and coordinated view of critical financia management information.
Conference report language includes a total of $9.445 million for the UFMS, an
increase of $1.145 million. The conferees directed that, from this total amount, no
less than $4.5 million isto be invested in improvements to FDA'’ s legacy systems,
and cannot be used for UFMS contracts or global UFM S costs.

Food

Conferencereport language continuesto support $1.9 million for research at the
New Mexico University Laboratory to devel op rapid test methodsfor microbiological
pathogens found in fruits and vegetables and to develop model s and data analysis to
facilitate implementation of FDA’s rules on food safety, homeland security,
bioterrorism, and other initiatives.

In three other issuesrelated to food, conferees (1) agreed to an appropriation of
$21.607 million for Bovine Spongiform Encephal opathy (BSE) prevention activities;
(2) alocated $692,000 for the food center’ s adverse event reporting system; and (3)
set aside a total of $10.9 million for the regulation of dietary supplements, a
$500,000 increase over FY2003. The conference report concurs with a Senate
provisionthat directsthe agency to spend no lessthan $250,000 to process comments
onitsMarch 5, 2003 proposed rule to require warning label s on dietary supplements
containing ephedrine alkaloids.

Seafood

In report language, the conferees said they expect FDA to devote no less than
$250,000 to continuing work with the Interstate Shellfish Sanitation Commission

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
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(ISSC) and at least $250,000 to promoting educational and research activitiesrelated
to shellfish safety in general and Vibrio vulnificus in particular. On other seafood
safety issues, the conference committee let stand a House requirement that FDA
produce a report describing its current efforts for controlling temperature
requirements for imported seafood; the Senate urged FDA to promote new cost-
effectivetechnologiesto control temperatures. The Houserequired the FDA toreport
on the sampling frequency and violation rates for chloramphenicol contaminationin
farm-raised imported shrimp, while the Senate encouraged the agency to increase its
frequency of inspections.

Drug Issues

The conferees directed FDA to spend no less than $53.8 million for its generic
drugs program, confirming that the timely approval of generic drug products plays
an important role in addressing the high cost of prescription drugs. An $8 million
increase over the FY 2003 level, the amount is $5 million less than the $13 million
increase called for in the budget request. Nevertheless, both the House and Senate
committeessaid thisfunding level — coupled with the pay increasesfor the program
— will allow the agency to hire 28 morereviewersand examinersand review at |east
85 percent of generic drug applications within 6 months of submission. In separate
but related legislation, the President signed into law on December 8, 2003, the
M edi care Prescription Drug, Improvement, and Modernization Act of 2003 (H.R. 1),
which contains a provision to close existing loophol es in the Hatch-Waxman patent
law and, in so doing, speed up the availability of less costly generic drugs for
consumers.

Conferees rejected a House-passed provision that would have blocked FDA
from preventing individuals, wholesalers, and pharmacists from importing cheaper
FDA-approved prescription drugs from foreign suppliers. The recently enacted
Medicare reform legislation aso includes a provision to let pharmacists and drug
wholesalersimport prescription drugs from Canada, but only if the DHHS Secretary
first certifies to Congress that the drugs will be safe and provide substantial cost
savings for American consumers.

To address other drug-related issues, conference report language provides $8
million to reduce review times and increase the number of generic drugs on the
market; $4 million to improve pediatric |abeling under the Best Pharmaceuticalsfor
Children Act; $3 million for activities related to patient safety; and $650,000 to
support FDA'’ sover-the-counter (OTC) drug program. Acknowledgingtheimportant
role OTC drugs play in the nation’s healthcare system, Congress directed that the
OTC funds be used to hire and train additional employeesto improve the OTC drug
review process and work towards finalizing the OTC drug monograph system. In
addition, the conferees provided $13.3 million to support grants and contracts under
the Orphan Products Grants Program.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
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Commodity Futures Trading Commission (CFTC)

The Commodity Futures Trading Commission (CFTC) is the independent
regulatory agency charged with oversight of derivatives markets. The CFTC's
functions include oversight of trading on the futures exchanges, registration and
supervision of futuresindustry personnel, prevention of fraud and price manipul ation,
and investor protection. Although most futures trading is now related to financial
variables(interest rates, currency prices, and stock indexes), Congressional oversight
isvested in the Agricultural Committees because of the market’s historical origins
asan adjunct to agricultural trade. For FY 2004, the consolidated appropriations act
(P.L. 108-199) provides $90.4 million , which is $2 million more than the House-
and Senate-passed measures and the Administration request, and $5 million above
the FY 2003 appropriation. The Senate-reported version of the bill had originally
provided $90.4 million. However, an adopted floor amendment in the Senate
reduced CFTC funding by $2 million to offset the added cost of arural development
amendment. Thefinal enacted level in effect isthe same asthe Senate-reported level.

In earlier Senate floor action on the appropriations measure, the Senate rej ected
by avote of 41-56 an amendment offered by Senator Feinstein that would have given
the Commodity Futures Trading Commission (CFTC) and Federal Energy Regulatory
Commission (FERC) new powers to regulate energy trading and marketing. The
amendment would have required currently unregulated dealers in over-the-counter
derivatives contracts based on energy products to report certain data to the CFTC,
and would have increased the anti-fraud authority available to both regulators.
Proponents of such legidation have argued that the collapse of Enron and the
California electricity crisis were signs of a dangerous regulatory gap. Opponents
believe that regulators have adequate authority to pursue fraud and manipulation
under current law, and point to ongoing enforcement actions against Enron and other
energy traders as evidence of this.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
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Table 3. USDA and Related Agencies Appropriations,
FY2004 Budget Request, House Bill, Senate Bill and Enacted,

vs. FY2003 Enacted
(budget authority, in millions of $)

FY2004 [ FY2004 | FY2004 | FY 2004
FY 2003 g
Agency o Major Program Enacted Adm!nl- House- | Senate- | Enacted
(1) stration | Passed | Passed (P.L.
Request Bill Bill 108-199)

Titlel — Agricultural Programs
Agric. Research Service (ARS)

Regular Appropriation 1,153.8( 1,011.3| 1,049.9 1,091.5| 1,152.7

Supplemental (P.L. 108-11) 110.0 0 0 0 0]
Coop. State Research Education and
Extension Service (CSREES) 1,117.2| 1,0034| 1,1085 1,117.8 1,119.6
Economic Research Service (ERS) 68.7 76.7 71.4 69.9 714
National Agric. Statistics Serv.(NASS) 1384 136.2 129.8 128.9 1289
Animal and Plant Health Inspection
Service (APHIS) 692.7 699.9 730.5 712.0 725.6
Agric. Marketing Service (AMS) 91.5 91.8 92.7 94.0 94.2
Grain Inspection , Packers and
Stockyards Admin. (GIPSA) 39.7 41.7 39.7 35.6 35.9|
Food Safety & Inspection Serv. (FSIS) 754.8 797.1 785.3 783.8 784.5
Farm Service Agency (FSA) Salaries
and Expenses 970.4| 1,016.8( 1,016.8 988.8 988.8
FSA Farm Loans - Subsidy Level 226.8 210.7 200.2 194.3 196.7
*Farm Loan Authorization 3,937.0] 355184 3,385.6| 3,2485 3,264.9
FSA Farm Loans- Salaries and
Administrative Expenses 285.3 298.1 298.1 291.0 291.0
Risk Management Agency (RMA)
Salaries and Expenses 70.2 78.5 715 71.4 71.4|
Federal Crop Insurance Corp. Fund (3) 2,886.01 3,368.0( 3,368.0 3,368.0 3,368.0"
Commaodity Credit Corp. (CCC) (3) 16,285.0| 17,275.0| 17,275.0( 17,275.0 17,275.0"
Other Agencies and Programs 564.5 665.6 501.8 554.7 521.8
Total, Agricultural Programs

Regular Appropriation 25,346.7| 26,770.8| 26,739.2| 26,775.2| 26,825.5

Supplemental Appropriations 110.0 —- —- —- —-

Titlell — Conservation Programs

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
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v 2003 | FY2004 | FY2004 [ FY2004 | FY2004

Agency or Major Program Enacted Adm!nl- House- | Senate- | Enacted
(1) stration Passed Pag.sed (P.L.
Request Bill Bill 108-199)

Conservation Operations 819.6 703.6 850.0 826.6 853.0|
Watershed Surveys and Planning 111 5.0 11.1 10.0 10.6{
Watershed & Flood Prevention 100.3 40.0 90.0 55.0 87.0|
Watershed Rehabilitation Program 29.8 10.0 40.0 29.8 299
Resource Conservation & 50.7 49.9 52.9 51.0 51.9
Development
Farm Bill Technical Assistance 0 432.2 0 0 q
Total, Conservation 1,021.3| 1,2416| 104438 9732 11,0331
Titlel1l — Rural Development
Rural Community Advancement
Program (RCAP) 9018| 477.9| 7010 769.5 757.4
Salaries and Expenses 1448| 1475\ 1465 140.9 141.9)
Rural Housing Service (RHS) 1567.4| 15461| 15239 1507.7| 13762
* RHS Loan Authority 41560 43190 43647 43528| 43621
Rural Business-Cooperative Service 50.3 39.0 71.6 70.7 84.0|
* RBCS Loan Authority 55.0 55.0 56.1 55.0 55.0)
Rural Utilities Service (RUS) 112.0 81.3 83.6 106.4 102.3)
* RUS Loan Authority 61207 35210| 52910 67255 66805
Total, Rural Development 27770 22026| 25272 25938| 24629
* Rural Development, Total Loan
Authority 10,331.8| 7,8950| 9,711.8| 11,1333| 11,097.4
TitlelV — Domestic Food Programs
Child Nutrition Programs 10,580.1| 114184 114184 114184| 11,4174
WIC Program 46960| 47692| 45883 46392 4,639
Food Stamp Program 26,313.7| 27,7460 27,7460 29,9480 | 30,9460
Commodity Assistance Program 163.4| 1661 1661 1457 150.0f
Food Donation Programs 11 0 0 0 0"
Nutrition Programs Administration 135.7| 1448| 1405 138.3 138.3)
Total, Food Programs 41,890.6| 44,2454 44.050.9| 46,290.3| 47,2914

TitleV — Foreign Assistance

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
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FY2004 | FY2004 | FY2004 | FY 2004
FY 2003 e
Agency of Major Program Enacted Adm!nl- House- | Senate- | Enacted
(1) stration | Passed | Passed (P.L.
Request Bill Bill 108-199)
Foreign Agric. Service (FAS) 129.1 140.8 133.9 131.6 132.1
Public Law (P.L.) 480
Regular Appropriation 1,334.7| 1,3209| 1,327.9 1,326.0 1,326.3
Supplemental (P.L. 108-11) 369.0 0 0 0
McGovern-Dole International Food for
Education Program 50.0 56.9 25.0 50.0|
CCC Export Loan Salaries 4.0 4.3 4.3 4.15 4.15
Total, Foreign Assistance
Regular Appropriation 1,467.8| 1,516.0 1,523.0 1,486.8 1,512.3
Supplemental 369.0 0 0
TitleVI — FDA & Related Agencies
Food and Drug Administration 1,381.7| 1,406.1| 1,395.2 1,392.2 1,394.0
Commodity Futures Trading
Commission (CFTC) 85.4 88.4 88.4 88.4 90.4|
Total, FDA & CFTC 1,467.1| 14946| 14837 1,480.6 14844"
TitleVII — General Provisions 303.4 0 8.5 45 23.(1
Total, before adjustments:
Regular Appropriations 74,231.9( 77561.1| 77,386.3| 79,602.4| 80,632.
Supplemental Appropriations 479.0 0 0 0
Grand Total 74,7529 77,561.1| 77,386.3| 79,602.4| 80,632.
CBO Scorekeeping Adjustments (4) -141.2 68.0 106.0 89.0 -2.4
Grand Total, Including CBO
Scor ekeeping Adjustments and 74,6117 77,629.1| 77,492.3| 79,691.4 | 80,629.9
Emergency Spending
Addendum:
Division N, Titlell (P.L. 108-7)
Disaster Assistance Provisions(s) 3,084.0 0 0 0 q
Division H, Sect.102
(FY 2004 Conf. Rept.)
California Wildfire Assistance (6) 0 0 0 0 175.0

Sour ce: Based on spreadsheets provided by the House Appropriations Committee.

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004

funding levelsin thisreport do not reflect the effects of this rescission.
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Anitemwith asingle asterisk (*) represents the total amount of direct and guaranteed loans that can
be made given the requested or appropriated |oan subsidy level. Only the subsidy level isincluded in
the total appropriation.

(1) FY2003 enacted levels include amounts appropriated for USDA and related agencies in the
Consolidated AppropriationsAct, 2003 (P.L. 108-7) adjusted for the 0.65% across-the-board rescission
inall discretionary programs (with the exception of the WIC programwhich was specifically exempted
fromtherescission), and the $479 millionin supplemental FY 2003 agricultureappropriationsprovided
by the Wartime Supplemental Appropriations Act, 2003.

(2) The FY2004 omnibus conference agreement (H.R. 2673) contains a 0.59% across-the-board
rescission in al non-defense discretionary accounts. Figures in this table are as reported by the
conferees and do not include the effect of the rescission.

(3) Under current law, the Commodity Credit Corporation and the Federal Crop Insurance Fund each
receive annually an indefinite appropriation (“ such sums, as may be necessary”). The amounts shown
for both FY 2003 and FY 2004 are USDA estimates of the necessary appropriations.

(4) Scorekeeping adjustmentsreflect the savingsor cost of provisionsthat affect mandatory programs,
plus the permanent annual appropriation made to USDA’s Section 32 program.

(5) P.L. 108-7 includes $3.1 billion in farm di saster assistance for 2000 and 2001 crop livestock | osses.
The cost of thisassistancein the final law was offset by alimitation placed on mandatory spending for
the Conservation Security Program over aten-year period (FY 2004-FY 2013). Thisadditional spending
does not appear in the grand total listed above.

(6) Division H of P.L.108-199 contains $225 million in supplemental funding for various USDA
assistance programs (including $50 million for USDA’s Forest Service, which is funded under the
Interior appropriations bill). Spending for this assistance was offset in the conference agreement by a
mandated rescission of $225 million from the Federal Emergency Management Agency (FEMA).

Note: The FY2004 consolidated appropriationsact (P.L. 108-199, H.R. 2673) containsa
0.59 percent across-the-board rescission in all discretionary accounts. Enacted FY2004
funding levelsin thisreport do not reflect the effects of this rescission.
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